Vol. 9 No. 4 


October, 1916 


JOURNAL 


OF THE 


AMERICAN BANKERS ASSOCIATION 


A. D. WELTON, 


GEORGE LEWIS, AssoctaTe Eprror 


FRED. E. FARNSWORTH, PuBLisHER 


OFFICERS OF THE AMERICAN BANKERS ASSOCIATION 
PRESIDENT 
P. W. GOEBEL, President Commercial National Bank, Kansas City, Kan. 


VICE PRESIDENT 
President Fifth-Third National Bank, 
Cincinnati, Ohio. 


GENERAL SECRETARY 
FRED. E. FARNSWORTH, Five Nassau Street, 
New York City. 


TREASURER 
. M. WING, President Batavian National Bank, 
La Crosse, Wis. 


Cc. A. HINSCH, 


ASSISTANT SECRETARY 
WM. G. FITZWILSON, Five Nassau Street, New York City. 


GENERAL COUNSEL 
THOMAS B. PATON, Five Nassau Street, New York City. 


MANAGER PROTECTIVE DEPARTMENT 
L. W. GAMMON, Five Nassau Street, New York City. 


MANAGER DEPARTMENT OF PUBLIC RELATIONS 
A. D. WELTON, Five Nassau Street, New York City. 


The Kansas City Convention 


ITHOUT intending to specify the theme which 
dominated the forty-second annual convention 


of the American Bankers Association at Kansas 
City, Mr. Frank A. Vanderlip did. it when he said, 
“We are confronted by an insistent need for comprehend- 
ing fundamentals.” 

“We are in a time,” said Mr. Vanderlip, “when it 
is of the utmost importance that we think socially and 
fundamentally. These are not days when we can give 
our thoughts exclusively to our business, to our imme- 
. diate affairs. They are days that demand that we think 
nationally and internationally rather than individually 
or as a business class.” 

What Mr. Vanderlip outlined as a matter of funda- 
mental importance was in reality the spirit of the con- 
vention. President James K. Lynch took the bankers 
into the same field in his address. With a continent 
dividing these two men, but with equal facilities for ob- 
serving the same people working under the same eco- 
nomic conditions in the same country and gathering 
their premises from a view of the same struggle for world 
supremacy, they reached the same conclusion as to the 
bankers’ duty and their obligation to participate in 
securing a correct solution of the varied problems. 

Preparedness and national unity was, then, the 
underlying theme, and while there were numerous varia- 
tions and applications of it, it was never departed from. 
The suggestion of universal military service was only one 
manifestation and less important to the banking mind 
than economic harmony which, in turn, had a place be- 
side financial readiness, a result impossible of attdinment 
without agricultural development and industrial expan- 
sion. Such achievements depend for satisfactory results 
on co-operation and this is unattainable.unless there is 


an understanding of economic laws because, as Mr. Van- 
derlip expressed it, “no body of men will act contrary 
to their own interests when they know what their inter- 
ests are.” 

Mr. Lynch and Mr. Vanderlip laid a secure founda- 
tion on which the other speakers built and worked out 
the details. Perhaps the most notable contribution was 
made by Mr. Paul M. Warburg, Vice-Governor of the 
Federal Reserve Board. His address, entitled “The Re- 
serve Problem and the Future of the Federal Reserve 
System,” was naturally the great feature in an as- 
semblage of bankers. Mr. Warburg is undoubtedly the 
man best qualified to talk of the defects and the develop- 
ment of the Federal reserve system.- He was an earnest 
advocate of banking reform for several years before the 
Reserve Act became a reality. He gave much time to 
the study of the country’s banking needs and his wide 
experience enabled him to make valuable suggestions. 
In addition to his study of general banking economics 
and familiarity with foreign banking systems, Mr. War- 
burg, as a member of the Federal Reserve Board, has 
had two years of experience in the administration of the 
law and in working out the numerous problems which 
have arisen since it went into effect. He speaks, there- 
fore, with authority of the present state and its future 
needs. 

Regarding the Reserve Act in its present form, Mr. 
Warburg sees in it an auspicious beginning, not a final 
and complete banking system. He is proud of his share 
in its development and vonfident of its future, but he has 
no illusion in regard to the present situation. It was 
pertinent, then, that he sltould be the one to outline a 
program and give with particularity the changes that he 
thinks must be made both in the law itself and in bank- 
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ing and business customs. The development of the Act 
toward completion and measurable perfection is as much 
a matter of one as of the other under Mr. Warburg’s 
interpretation of conditions. Bankers must work in co- 
operation with the Federal Reserve Board along definite 
and well understood lines, and both these forces must 
join in presenting to Congress and in urging the enact- 
ment of the necessary amendments. But Congress, even 
if ready and willing, cannot force an entirely satisfac- 
tory result by merely amending the law or changing 
certain provisions and paragraphs thereof. There must 
be general co-operation. Business men, in Mr. War- 
burg’s program, are placed under the obligation to de- 
velop and bring into general use forms of commercial 
paper which will supply banks with rediscountable and 
liquid assets. Banks must increase their deposits of 
optional reserve funds with the reserve banks to the end 
that the country’s gold stocks may be concentrated and 
placed in shape for the most economical service. State 
institutions must admit their obligations to participate 
in a plan for the general good. There must be a cessa- 
tion of treasury activities which disturb the business 
adjustment and place the power of making trouble in 
the hands of a factor unallied to the business scheme, 
and the Comptroller’s office must be brought into har- 
mony with the Federal Reserve Board or abolished. 

Thus it will be seen that, as Mr. Warburg views the 
situation, the end of harmony and co-operation can be 
secured only by concerted effort and comprehensive action 
in which prejudice will give way to patriotism and all 
jarring elements will be eliminated. 

The convention was greatly impressed by the clarity 
of Mr. Warburg’s presentation and the cogency of his 
arguments. There was no division of sentiment as to the 
achievements of the Federal Reserve Act or the value of 
the system. There was evident a belief that it is not a 
sacred statute above criticism and beyond reproach. 
There was a firm desire, manifested in a hundred ways, 
to inventory its defects, ascertain the remedy for them 
and proceed to action. Mr. Warburg pointed the way. 

After Mr. Warburg had been given a rising vote of 
thanks, Mr. George M. Reynolds told the convention that 
he was so strongly impressed by Mr. Warburg’s exposi- 
tion of the necessity for concentrating gold in the Fed- 
eral reserve banks that he purposed transferring imme- 
diately from the vaults of the Continental and Commer- 
cial National Bank to the reserve bank in Chicago a con- 
siderable portion of the gold now held. Under the 
amendment to the Reserve Act, approved last month, a 
member bank may carry all or any portion of its required 
reserves with the Federal reserve bank. 

Another proposal, which may be translated into 
action, was that the clearing houses deposit their gold 
with the reserve banks and settle balances through these 
banks instead of directly, as at present. 

On the last day of the convention Mr. Charles A. 
Hinsch, retiring chairman of the Committee on Federal 
Legislation, asked that the ‘action taken by the conven- 
tion at Seattle last year, when the custom of counting 
balances as reserve was approved, be rescinded. Under 
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the directions given by the Seattle convention the Com- 
mittee on Federal Legislation had secured the introduc- 
tion of bills in the House and Senate amending the re- 
serve provisions of the Act so that the custom of count- 
ing balances with agents as reserve would become legal 
and could be made permanent. The action taken at 
Seattle was rescinded and the Federal Legislative Com- 
mittee will, therefore, withdraw its support of the 
McFadden and the Pomerene bills which would other- 
wise come up for consideration at the short session of 
Congress which opens in December. 


The Country Bankers 

The country bankers were keenly interested not only 
in what Mr. Warburg said, but in what he did not say. 
In the latter class was the check collection plan in which 
the country banker is interested and for whose elimina- 
tion he is enthusiastic. In this respect Mr. Warburg 
said nothing more than that “the central banking organi- 
zation provides the member banks either with balances 
‘to be used in the clearing, or, if currency be required, 
with notes which would be accepted by their depositors in 
settlement of the stock bank’s obligation.” 

This relation of balances to clearings has not become 
as clear as it will later. It was. perhaps unfortunate 
that the general check collection plan was given compul- 
sory application before the end of the transitional period 
for reserves. But if Mr. Warburg said nothing about 
section sixteen, Governor Harding did. In the course 
of an impromptu address to the convention, made after 
the country bankérs’ resolution on check collections had 
been formally approved, Governor Harding said that 
he appreciated the reason which prompted the country 
bankers to object to the collection plan. He called atten- 
tion, however, to the fact that the Federal Reserve Board 
is an administrative organization, charged with the duty 
of applying the law, not of making it. He hinted that 
the decision to ask Congress to amend section sixteen 
was a proper one and if Congress responded, the result 
would be satisfactory to the Board. 

Nothing that occurred during the whole convention 
quite equaled the conferences and meetings of the country 
bankers for intensity of interest, for uncompromising 
adherence to firm resolves, or for unanimity of purpose. 
A caucus, held early, cleared the atmosphere consider- 
ably and a later meeting in Convention Hall gave em- 
phasis to the determination of the country bankers to 
hammer section sixteen into satisfactory form or out of 
existence. There was no disagreement as to the result 
desired. The single controversy was as to methods. A 
minority desired litigation—recourse to the injunctive 
process to prevent further impairment of profits from 
exchange. This faction lost after first gaining approval 
of litigation as an alternative to legislation. In the end 
there was approval only of legislative action, and the 
President of the American Bankers Association was 
directed by resolution of the convention to appoint a 
committee of twenty-five, composed of fifteen country 
bankers and ten reserve city bankers, this committee 
to co-operate with the Committee on Federal Legisla- 
tion of the American Bankers Association “to secure 
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amendments providing for the establishment of a collec- 
tion system which is fair and equitable to all banks and 
to the general public.” 

There was, of course, extended and even exhaustive 
discussion of the matter of charges for collecting checks. 
Opinions varied. There were some who thought that a 
maximum of fifty cents per thousand dollars was suffi- 
cient and others thought that a dollar or a dollar and a 
half per thousand was not too much. The difference of 
opinion in this regard was based on the variations in 
cost of collection in different sections of the country. 
There was more than one advocate of a zone system of 
charges, the particular rate within a zone to be deter- 
mined by distance and other factors of cost. This ques- 
tion was left wholly undetermined. There was no objec- 
tion to the reasonable regulation of charges. ‘There was 
no disagreement that charges should be reasonable. The 
one great contention was that collecting checks involves 
expense, that exchange charges are legitimate and that, 
when the Conference Committee made over section six- 
teen, they perverted or misinterpreted the real intention 
of Congress in regard to collection charges. 

Loyalty to the Federal reserve system was frequently 
given emphatic expression, but it was stoutly maintained 
that the “par collection” of checks was not an integral 
part of the system or necessary to its effective operation. 
This sentiment found expression in the resolutions pre- 
sented by the country bankers, and approved by the con- 
vention, in two paragraphs which read: 


Whereas, section sixteen of said Act, providing 
for the so-called par collection of checks, is not a 
.feature necessary to the attainment of the objects 
sought by the Federal Reserve Act, and the system 
of collecting checks now in operation under the law, 
as interpreted and applied by the Federal Reserve 
Board, works serious hardships upon and heavy 
losses to thousands of country banks, and 
Whereas, it is the belief of the majority of bank- 
“ers that Congress did not intend to deprive the banks 
of legitimate profits, etc. 


This statement of the situation expresses clearly the 
view of country bankers. Congress will undoubtedly have 
an early opportunity to define its intentions in respect 
of section sixteen. The outcome of the effort to secure 
the amendment of this section will be awaited with both 
curiosity and confidence. It will offer an interesting 
test of the influence exerted by the banks when united 
for action. 

Bankers have not been in agreement on the check 
collection plan. Variations of opinion are still mani- 
fested. The result of the consideration of the question 
of collection charges was, therefore, due to different 
processes of reasoning. If many of the country bankers 
were moved to enthusiastic opposition by the impairment 
of their profits, many city bankers based their opposition 
to section sixteen on different grounds, once there was 
agreement that there was no sympathy whatever for 
excessive exchange charges. 

It was disclosed that for many years the tendency 
of exchange charges has been toward lower levels. Bet- 
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ter facilities of transportation and communication, closer 
relations between banks, the increasing use of checks and 
competition have all been at work. There is also a 
fundamental objection among bankers, as among other 
men, to what m@y be termed compulsory processes. Rules 
of business conduct, arbitrarily imposed by statute, chal- 
lenge opposition. If the “par collection” of checks is the 
ideal system, it can make its own way toward general 
adoption without assistance. If it cannot stand on its 
own merits, it should not stand at all. So city bankér 
joined country banker in approval of the resolution 
against section sixteen. Those resolutions mark as 
strongly the general feeling about compulsory means of 
attaining even desirable ends. 


Branch Banking 

The country banker, if not his city brother, is obvi- 
ously fearful of branch banking. In the meeting of. 
country bankers in Convention Hall, branch banking and 
the proposed amendment of the law to permit national 
banks to establish branches was the one subject of enough 
vigor to attract attention after the atmosphere had been 
cleared of the check collection cloud. Andrew J. Frame 
of Waukesha, Wis., led the discussion, but he merely 
laid a foundation for the action which came later in the 
general convention. 

Mr. Hinsch asked the convention for instructions in 
regard to legislation to permit branch banking. A short 
discussion followed in which many took part. It was 
apparent that the views of what branch banking really 
is were divergent. Uzal H. McCarter of Newark, N. J., 
asked that the term “branch banking” be defined. In 
reply Mr. Hinsch outlined the difference between that 
form which permitted branches only in large cities, as a 
means of better service to customers and better credit 
information, and general branch banking. But the 
question was not divided for purposes of voting. 

W. J. Bailey of Kansas vigorously opposed any 
scheme of branch banking. He said approval of branches 
for city banks, no matter what the limitations, would 
be approval of an “entering wedge” which would be fol- 
lowed by further inroads on the independent banking 
system. William J. Couse of Asbury Park, N. J., said 
branch banking must inevitably produce monopoly in 
banking and related New Jersey experience with such 
legislation. William Livingstone of Detroit, and J. H. 
Fulton of New Orleans defended city branches and _ re- 
lated the development of banking in the places where 
state laws permit branches. It was also stated that the 
“wedge” had already entered. State banks in Detroit, 
Mr. Livingstone said, have over a hundred branches and 
one New York bank has thirty-two. Mr. Bailey’s reply 
was that branch banking should not only be forbidden 
further expansion, but that efforts should be made to 
have the statutes so amended that national banks may 
not secure branches by absorbing state banks which have 
them. George M. Reynolds added his argument to Mr. 
Bailey’s and the resolution against banks having “do- 
mestic branches” was carried by a large vote. 

After announcing the result, President Lynch re- 
marked that he expected to live to attend the convention 
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which would reverse the decision recorded. He was 
asked to repeat his statement and did so. Many of the 
delegates were apparently surprised at his attitude. In 
view of what Mr. Lynch said it will be interesting to 
note the operations of what many banfters regard as a 
strong economic tendency, impelled by the demand for 
continuously better banking service at lower cost, work 
against the recorded desires of a representative assembly 
of bankers. 
Federal Legislation 

The report of the Committee on Federal Legislation 
was listened to with close attention by the convention. 
In this report was shown the degree of the bankers’ in- 
fluence in Congress during the past session and the great 
possibility of securing better legislative action by means 
of co-operation between bankers and members of Con- 
gress. The report is printed elsewhere in this issue and 
there was a feeling that through the extension of the 
organization that has been perfected by the committee 
and with the assistance that bankers can render, the 
prospects for better and more favorable banking legisla- 
tion are decidedly bright. 

The possibilities were made still more apparent by 
the reception which was given to Mr. Warburg’s sug- 
gestion that bankers change their views as to the neces- 
sity for carrying vault reserve. 

The organization of a new State Bank Section of the 
Association was particularly interesting in its possible 
influence on the attitude of state institutions toward the 
reserve system. It was made reasonably clear that the 
larger state institutions have stayed out of the Federal 
reserve system not because of any objection to the system 
itself, but because of objection to some matters of admin- 
istration. If Mr. Warburg’s program for the development 
of the Federal reserve system is carried out, the ob- 
jections of the state banks will apparently be overcome. 
Another point of interest that was discussed by state 
bankers was the desirability of removing the obligation 
of compulsory membership. A view often expressed was 
that the smaller banks add practically nothing to the 
strength of the system and that there would be a 
stronger desire on the part of the larger state banks to 
become members if all the rules of compulsory member- 
ship were abolished. f 

This discussion was in harmony with the statements 
made by President Lynch and Mr. Vanderlip as to the 
larger duties of the banker and his obligations, to the 
country and to society. This feeling was also reflected 
in the address of Joseph Chapman, who spoke on co- 
operation, and was further evidenced in the remarks of 
Joseph Hirsch and B. F. Harris, the incoming and out- 
going chairmen of the Agricultural Commission. In 
their addresses they outlined more specific obligations— 
namely, to work continuously and directly for the im- 
provement of agricultural conditions and a greater farm 
productivity. Experience has shown that the banker is 
a most important factor in this work. The report of the 
Agricultural Commission was so impressive that the 
convention did not hesitate over the question of continu- 
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ing the Commission in existence and approving the prose- 
cution of the work it has done. 

It is important to note with respect to the delibera- 
tions of the several Sections, which are reported fully 
under their respective headings in this issue of the 
JOURNAL, that their meetings served admirably to round 
out the program of the general convention. That is to 
say, each Section embodied in its proceedings a discus- 
sion in detail of one or more subjects of special and 
practical interest, all of which were epitomized in some 
form or other in the course of the general deliberations 
which followed on Thursday and Friday. The Savings 
Bank Section gave up one entire morning session to the 
celebration of the Savings Bank Centennial in connection 
with the thrift campaign and another session to the dis- 
cussion of’ such live subjects as postal savings, the busi- 
ness of getting new accounts, and liquidity of savings 
bank investments; the Trust Company Section had a 
heart-to-heart talk among its members on the standardi- 
zation of charges for trust company service; the Clearing 
House Section talked about credit statements for bor- 
rowers, exchange charges and country clearing houses; 
the National Bank Section discussed matters of vital 
interest connected with the operation of the Federal Re- 
serve Act and the clearing system; and the State Secre- 
taries, not to be outdone, also held forth on matters of 
insurance, analysis of accounts, etc. The State Bank 
Section was too busy being born to have any program, 
but it discussed possibilities and went through the pre- 
liminaries necessary to the making of an effective organi- 
zation. 

In its physical aspects the convention surpassed 
any heretofore held. Banking in its various forms was 
the single question discussed and the speakers were all 
bankers. The total number of delegates and guests 
registered was 4,316, so that more than 3,000 bankers 
were in attendance. The business order was not inter- 
rupted by entertainment features and there was no con- 
flict between the meetings of the Sections. The program, 
whose making was under the general direction of the 
Administrative Committee, had been harmonized and 
there was a dove-tailing arrangement which made for 
perfection in the cabinet work. The geographical lay- 
out fitted the program. The general and special com- 
mittees of Kansas City bankers had done their work 
well. They offered facilities which eliminated distance 
and saved time. Every committee of the convention 
found the place designated for its meeting ready at the 
appointed time. The headquarters hotels were con- 
veniently located. The other hotels were near-by. The 
Convention Hall, with its huge capacity, was only a 
short walk distant. This centralization of space per- 
mitted rapid work. At one time on Monday there were 
nineteen committees in session, there was no confusion 
and all were on time. On Tuesday there were five dif- 
ferent Section meetings, for all of which there was ample 
room. No meeting was delayed in the opening and 
every one was adjourned without forcing encroachments 


on other engagements. 
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ANNUAL ADDRESS OF THE PRESIDENT 


JAMES K. LYNCH 


Following the language of the Constitution, it is 
my duty to make to you a formal report, “summarizing 
the general condition of the Association.” For statis- 
tical information, I shall refer you to the reports of 
the other officers of the Association and to the report 
of the Executive Council. You will be pleased to note 
that there has been a substantial gain in membership 
since the last Convention, and that we now have 
16,016 members. When we consider that the total num- 
ber of banks in the country is about 28,000, and that 
of the non-member banks a considerable number are 
savings banks affiliated with national banks holding 
memberships, this is a very satisfactory showing. There 
are, however, many banks not now members that would 
derive substantial benefits from the Association, which 
they in turn would strengthen and assist in the work 
of raising the standard of banking. Let me ask all of 
you to urge such banks to join. 

Immediately following the Seattle Convention, the 
National Bank Section was organized and during its 
existence of less than one year, has demonstrated its 
value. Of the Sections authorized by your by-laws, 
the State Bank Section is the only one yet to be organ- 
ized, and there is no reason why the work should not 
be undertaken at an early date. 

The policy of dividing the work of the American 
Bankers Association into Sections has been fully vin- 
dicated. Through this means special problems affecting 
particular lines of business are discussed by those most 
interested, while the Sections have learned to co-ordinate 
their work with that of the Association. Through the 
better understanding which comes with time, there is 
no doubt that the small differences necessarily arising 
will be adjusted and that the various parts of the 
machinery will work together in harmony. 

The Trust Company Section is the oldest of the As- 
sociation Sections. It is thoroughly organized and it 
has done much important work in shaping the growth 
of this new branch of banking. 

The Savings Bank Section has undertaken and is 
carrying out a special campaign on the subject of thrift, 
always a timely topic but particularly so this year, as 
it is the centennial of the establishment of savings banks 
in this country. The work has been characterized by 
a high order of ability and must have a good effect even 
on a people so extravagant as our own. It is to be 
hoped that this campaign will be continued and that 
the material furnished by the Association will be used 
by the savings banks throughout the country. It is 
only by long and persistent effort that results can be 
secured when dealing with a subject not in accord with 
the present disposition of the people. 

The Clearing House Section has been the means of 
co-ordinating the activities of the loosely organized clear- 
ing houses in the different states. Its great achievement 
is the numerical system, by which numbers are substi- 
tuted for names of banks and adding machine records 
and letters are made possible. 

The State Secretaries Section keeps the state asso- 
ciations in touch with each other and in touch with the 
American Bankers Association, and through its means 
unity of action has been secured and duplication of 
work avoided. 

The Department of Public Relations, authorized by 
the Convention of 1914, has proved of especial value in 
securing for the bankers of America the right kind of 
publicity. Of the other kind, we can all agree that we 
have had too much, and this has been due in great 
measure to a certain shrinking timidity which comes 
over the banker when he is invited to say anything for 
publication. Banking is such an important matter to 
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the people that it cannot be ignored by the newspapers, 
and if they are not furnished authentic information so 
presented as to have a news value, they cannot be 
blamed for printing what they can get. 

The JOURNAL, which is edited by Mr. Welton, the 
Manager of the Department of Public Relations, has ad- 
vanced from a formal announcement of the routine of 
the Association to a live publication, giving not only 
news but opinion, so presented as to be eagerly read 
and to be quoted by the daily papers as well as by the 
financial journals. 

The American Institute of Banking, a Section of our 
Association, is so firmly established and has so thorough- 
ly demonstrated the importance of its work, that it re- 
quires no extended notice here. The correspondence 
course of instruction is bringing the advantages of the 
Institute to the young men in the country banks, and 
thus greatly enlarging its usefulness. It is not too 
much to say that the development of banking in this 
country along sound and safe lines, depends more on 
the Institute than upon any other agency. 
¢ The Library of the Association has become the nu- 
cleus of what we may. reasonably expect to be one of 
the great financial libraries of the world. It is already 
first in its collection of pamphlets on current financial 
topics, carefully indexed so that they form historical 
material of great value. Your continued and increas- 
ing financial support of this department will be money 
well expended. 

The committees of your Executive Council have been 
active in prosecuting the work entrusted to them, and 
have worked for the Association at considerable sacri- 
fice of their own time. Where all have done well it is 
perhaps invidious to select one for special mention, but 
the importance of the Federal Legislative Committee 
certainly entitles it to more than ordinary notice. I 
commend the report of this Committee to your particu- 
lar attention. Granting that bankers have a right to 
be heard on every question affecting their business or 
relating to the financial affairs of the country, it is im- 
portant that the personnel of this committee be kept 
up to its present high standard of ability and efficiency. 

The work of the Legislative Committee is greatly 
assisted and furthered by the General Counsel of the 
Association, who has labored most faithfully to obtain 
favorable action on the bills indorsed by the committee. 
As this work is in addition to the routine of the depart- 
ment, which involves extensive research and opinions on 
a great variety of legal questions of interest to the 
members, it is obvious that his time has been fully 
occupied. 

The Finance Committee controls and safeguards the 
disposition of the Association funds. Its duties are most 
responsible: and have been well performed. The Vice- 
President of the Association being the chairman of this 
committee, assumes the office of President with a full 
understanding of Association finances. 

The report of the Insurance Committee is one that 
you will find instructive; the efforts of this committee 
have been directed towards devising and securing the 
use of policies that would give greater protection to the 
insured, but recently they have been conducting an in- 
vestigation to ascertain if the banks are not paying 
more than their share of the premiums on fidelity, in- 
demnity and burglary insurance. This information, 
when tabulated, will be of great value and may be 
the means of securing a substantial reduction in the 
cost of insurance to the banker. 

While the Protective Department has nothing spec- 
tacular to report, its work has gone on steadily, making 
the membership sign a terror to criminals and affording 
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an increasing measure of safety to the members of the 
Association. On this account, if on no other, it is be- 
coming understood that a bank cannot afford to dis- 
pense with a membership. 

The work of the Agricultural Commission, a spec- 
ial committee of the Association, will be presented by 
its retiring chairman, Mr. B. F. Harris, a man who has 
devoted much time and energy to what has been for 
him a labor of love. Mr. Joseph Hirsch, one of the ac- 
tive members ef the commission, will tell you some- 
thing of the results accomplished in Texas and through- 
out the southwest. You will be well repaid for attend- 
ing the session at which these reports are read. 

The commission has been the subject of a good 
deal of discussion and I think of some misunderstand- 
ing, but I believe that the bankers are coming to realize 
that it is not an attempt to teach farmers how to farm 
so much as it is a method of bringing about a better 
feeling between the country banker and the men and 
women who are his customers. The banker is himself 
learning things that he must know if he is to achieve 
success, and the farmer is learning much of the banker 
which places him in a light very different from that in 
which he is exhibited by the campaign orator. As the 
virgin fertility of our soils becomes exhausted, better 
methods of farming are essential and it is important to 


the banker to know these methods and to see that his“ 


customers are employing them. Above all, this move- 
ment makes for the proper development of our resources 
and is a step towards the organization of our people 
in a better citizenship. 

I take this opportunity of thanking the officials and 
employees of the Association, as well as the members of 
the Executive Council, for cordial support and for much 
assistance and many courtesies extended to me. All 
have labored conscientiously for the advancement of the 
Association. General Secretary Farnsworth is entitled 
to particular credit, as it is on him that the guidance 
and development of the Association principally depends. 
The combination of good qualities which has enabled 
him to secure such a decided success is rarely met with. 

Without doubt, the most important subject before 
the bankers of America is the Federal Reserve Act, and 
the operation of the twelve Federal reserve banks or- 
ganized under this Act. When these banks began busi- 
ness, the financial storm which had swept over the coun- 
try in August, 1914, had subsided, and since then there 
has been no real need for the facilities which they afford. 
Banks in the principal cities could hardly be expected 
to rediscount paper at rates above those at which they 
could loan their funds; nor had they reason for doing so 
while deposits poured in on them in an apparently cease- 
less deluge. The country banks rediscounted to a 
moderate extent, but more as an experiment than from 
need; their requirements could, in fact, have been easily 
eared for by their established correspondents. An ex- 
ception to this statement must be noted in the case of 
the three reserve banks located in the south and south- 
west, where, on account of special problems growing out 
of the financing of the cotton crop, these banks have 
found a strong demand for their services. 

Criticism of the reserve banks has come from differ- 
ent sources; the banks in the financial centers object 
to the absorption by the reserve banks of the supply of 
bank acceptances, one of the few open market operations 
permitted to them; the small banks in the more remote 
districts complain that the requirements for eligible 
paper are too strict; and the member banks generally 
protest against an enforced investment which carries no 
immediate prospect of dividends, and on reserve deposits 
on which no interest is paid. To all of the objectors 
we may say—Wait! The conditions which have existed 
for two years past are abnormal and furnish no evidence 
of what the Federal reserve system can do. In one sense, 
the reserve banks have not been in operation, and yet 
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if we but stop to consider, they have accomplished many 
things. 

Bank acceptances were for the first time made pos- 
sible by the Federal Reserve Act, and these most im- 
portant credit instruments are rapidly coming into use 
in connection with the import and export of merchan- 
dise. When there is more demand for rediscounts, the 
reserve banks will not monopolize the acceptance mar- 
ket, but it is the use of these acceptances that makes 
an international discount market possible and gives us 
a place in the financial affairs of the world. 

The dollar credit is making its way in South Amer- 
ica and in the Orient, and I do not doubt that its use 
will persist, particularly as it is reinforced by a dis- 
count market which we can hope will be as open as the 
London market has always been. Prior to the passage 
of the Federal Reserve Act, national banks could issue 
credits, but these credits had to be addressed to foreign 
banks, usually to banks located in London and to a lesser 
degree, to banks in Paris and Hamburg; the reason for 
this procedure being that national banks were forbidden 
by law to rang © drafts other than those drawn at sight. 
These banks had no actual warrant for issuing the 
credits, but did so on the assumption that, not being 
expressly forbidden, it was included in their general 
banking powers. 

Now the power to issue the credits and to accept 
drafts drawn under them, is definitely granted by law 
and is no longer open to question. Under the provisions 
of the Act our banks are empowered to establish branches 
in foreign countries, and several branches have already 
been started in South America and in the Orient. One 
very large bank is about to open branches in Russia, 
and we may hope that we are really started on the 
business of international banking. Neither foreign nor 
domestic trade goes by favor, and it is only by provid- 
ing ships to carry the goods and banks to transmit the 
credit, that we can hope to retain the business of the 
more undeveloped countries. 

The Federal reserve banks are gradually concenfrat- 
ing the stock of gold which heretofore has been almost 
useless, because scattered. In the hands of those banks 
it will be a firm basis for a note issue which will take 
care of any demands for currency that panic conditions 
may produce. We all know how futile it has been to 
attempt to meet extraordinary demands by paying out 
gold, and we know how banks have competed with each 
other to secure gold, drawing it from centers where it 
would be of some use to outposts where it was valueless. 
It is obvious that we have overworked the word “re- 
serve.” Gold is the only true reserve, for it pays debts 
in any civilized country and under any conditions. Un- 
der ordinary circumstances, balances carried with cor- 
responding banks form a convenient method of paying 
our debts to depositors, so such balances have been 
called reserves though they cannot properly be so desig- 
nated. Balances with the Federal reserve banks are 
now legally entitled to be called reServes and yet they 
fall short in the final test—availability in all countries 
and at all times. These balances will liquidate deposits 
in our own country, so we may ask why the notes of the 
reserve banks cannot be counted—if not as “reserve” at 
least as cash. In estimating the ability of a bank to 
meet extraordinary demands we can certainly add to its 
gold, not only Federal reserve notes, but national bank 
notes, which paper might be given a special designation 
such as “cash means.” In a country where such an 
immense volume of credit is transferred by checks, sub- 
ject to immediate payment and cancellation, it is perhaps 
unnecessary to demand the summary extinguishment of 
the bank note. At any rate it has not been possible to 
retire our bank notes with the promptness theoretically 
demanded and it may be that the persistence of the 
notes marks a healthy development in our fitiancial af- 
fairs. We may recall that at one time the check was 
no more than a receipt for money paid across the coun- 
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ter. The Aldrich-Vreeland issue of national bank notes 
supplied the real need and allayed the panic demands 
in 1914. These notes were genuine bank notes issued 
against commercial paper, although the method of issue 
was somewhat cumbersome. We cannot doubt that Fed- 
eral reserve notes with which the country is already 
familiar will perform the same service without friction 
and without disturbance to business. These are great 
achievements to which I have so briefly referred, and 
they already justify the existence of the Federal reserve 
banks, no matter whether we support them by direct 
assessment or whether in earning their expenses they 
may at times cut into our profits. 

The check collection plan is a part of this subject 
which touches many of us. Panics seem far away, 
though we should remember how quickly they arise. 
International finance has but little interest for the 
country banker, little apparent interest I should say, 
for to him as to all others it is vitally important 
that the seas be kept opén for the shipment of goods, and 
the avenues of credit be kept clear to the end that the 
producer may be paid for his produce. 

My sympathies are strongly with the country banker 
who is contemplating a loss of revenue through the oper- 
ation of this portion of the Reserve Act. To my mind, 
it is pointless to compare the removal of exchange 
charges to the removal of toll gates from the highway. 
The transfer of funds is a service which is as much en- 
titled to compensation when made by a bank, as it is 
when made by an express company or by the post office. 
But exchange charges on drafts sold are not forbidden, 
nor is a collection charge on mercantile drafts and notes 
interfered with; the one service which member banks 
are called on to perform without pay is to remit for 
checks drawn on themselves at par. There has been no 
uniformity about charges; some banks have always re- 
mitted at par for checks drawn on themselves. In some 
towns and even in some states, this has been the gen- 
eral rule, and I believe that the banks following this 
rule are generally the most presperous, not always be- 
cause they have remitted at par, but certainly the two 
things have gone together. .High charges, on the other 
hand, have usually originated under pioneer conditions 
which justified them, but in too many cases the charges 
have continued after the conditions which made them 
necessary have passed. There is no place within the 
continental United States where a charge of one per 
cent. is legitimate, and yet there are places where such 
charges are made. Where banks have grown to depend 
on charges of this character for a considerable part of 
their income, there is obviously no room for a bank 
unless a complete change in policy should have the effect 
of building up a deposit line that would give the bank 
a legitimate income. 

We must all recognize that improved transportation, 
lessened time in transit, reduced insurance and express 
charges, together with competition, have worked to re- 
duce or eliminate exchange charges, and that the Re- 
serve Act is doing no more than to hasten a process 
which was already well under way. If the check collec- 
tion plan now published, or some modification of the 
plan, provides a more economical way of collecting 
checks than the one now in use, it will inevitably suc- 
ceed. If it does no more than diminish the amount of 
float and cut out the runabout methods of collection, 
now used to minimize charges, it will succeed, and our 
opposition puts us in the position of workingmen object- 
ing to labor-saving devices. 

Nothing in the Federal Reserve Act, or in any other 
law of the land, determines thé amount of free service 
which the banker must render to his client; that will be 
based in the future, as it has been in the past, on the 
value of the account. 

The Federal Farm Loan Act which became a law 
in July of this year is a piece of legislation regarding 
which there is a wide difference of opinion. That the 
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Act will prove workable is probable but that it contains 
great possibilities for evil is certain. When the govern- 
ment places its credit behind one class of the commiu- 
nity, no matter how important the class may be, it is 
setting a precedent which is sure to be followed by de- 
mands for assistance from other classes equally worthy. 
In part the end sought is sociological and is in fact an 
effort to stem the drift of population to the cities. 
Lower rates of interest and greater facilities for get- 
ting into debt will not of themselves serve to accomplish 
this result. The men who have the most intimate ex- 
perience with farm conditions generally believe that 
borrowing is already too easy for the farmer. 

Instruction in proper methods of husbandry, im- 
provement in living conditions and particularly im- 
provement in facilities for social recreation will do more 
to keep the boys and girls on the farm than will im- 
proved methods of borrowing. Reforms of this character 
also tend to reduce rates of interest by the only method 
which can legitimately reduce them, that is, by im- 
proving the security. 

For two years, the great European War has over- 
shadowed this country and has produced the most pro- 
found effects upon our agriculture, our commerce and 
our industries, which disturbances have been reflected 
in our financial affairs and have resulted in a great in- 
crease in our bank deposits. \ 

In his address read at the Seattle convention in 
1915, President Law made some interesting comments 
on the eourse of financial affairs during the first year 
of the war. 

The beginning of the second year found this country 
accustomed to the wipialedeatal conditions and a new 
routine of business established. The extraordinary fluc- 
tuations of exchange had practically ceased, and during 
the year ending September 10, 1916, the extremes for 
sight draft on London have been from 4.66 to 4.77, with 
the ruling rate for a long time not far from 4.75. This 
very gratifying steadiness was due to a variety of causes, 
among which the foreign loans floated in this country 
were without doubt the most important. Chief among 
the loans extended to the warring countries are the 
Anglo-Frepch loan of $500,000,000 and the United King- 
dom loan of $250,000,000; other loans to the belligerents 
aggregate $292,000,000, while loans to neutral nations 
in Europe, to Canada, and to Central and South Ameri- 
can countries bring the grand total of foreign loans 
up to approximately $1,625,000,000. As far as the loans 
to neutral nations and to Canada are concerned, this 
country has followed the suggestion made by Sir George 
Paish in 1914—that we take the place of the three great 
commercial countries engaged in war, and keep the 
wheels of industry turning in the newer countries that 
had hitherto looked to them for capital. 

The loans made to the Allies were in a sense book- 
keeping entries, for they owed us such large sums for 
supplies and munitions purchased in this country that 
there was no actual transfer of funds. At the same 
time the capacity of those countries to purchase here 
was kept up, to our own profit. It is gratifying to 
know that at such a crisis in the world’s history. our 
country was able to take on a substantial share of the 
world’s financial burden. 

It is estimated that American securities owned 
abroad have been sold in this country in the neighbor- 
hood of two billion dollars, which amount has further 
liquidated debts due us from Europe. The absorption 
of this vast sum was at fairly steady prices, which is 
further evidence of the inherent soundness of our affairs. 

In addition, gold has been imported to the amount 
of approximately $600,000,000 and at this time the in- 
flow of gold seems to be increasing. We may expect that 
as soon as the war is over and the normal imports of 
merchandise are resumed the excess of gold will leave 
us, and this will be by no means an evil. The sur- 
plusage of gold and the loaning power set free by the 
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Federal Reserve Act together are likely to cause a credit 
expansion which will need careful supervision by our 
bankers, to the end that the corresponding contraction 
does not find us unprepared. The control of both the 
export and the import of gold should be guided by the 
Federal Reserve Board, which was intended to perform 
this function and which has the power necessary to 
stabilize exchange through this means. 

The products of the soil have advanced in price on 
account of the demand from the belligerent nations, and 
the advance would have been still greater, were it not 
for our lack of shipping and the consequent increase in 
freights which have prevented the sale of much produce. 
Our shipping laws have so hampered our citizens that 
the carrying of our goods by water had already passed 
into the hands of other nations, and now they are no 
longer able to serve us. 

It is true that every ship yard in this country is 
working night and day to supply the deficiency, but it 
will take years to overtake the demand and when the 
war ceases the problem of competition is still before us. 
Manufacturers of all kinds have prospered amazingly, 
on account of the varied demand which the withdrawal 
of millions of men from their usual avocations in Europe 
has thrown on this country. 

It is not to boast of the prosperity which the mis- 
fortunes of others have given us, that I have recalled 
these facts, but rather to speak of the weaknesses which 
have developed. War tries the souls of men, and even 
a war in which we are not directly concerned has 
searched ours and found us wanting. We lack in na- 
tional spirit, in national unity, perhaps in national 
nerves. We are given to boasting of our size, but when 
we are no longer capable of feeling pin pricks in our feet, 
are we not too large? For years our citizens in Mexico 
have been subjected to murder and the most untellable 
outrage, and the national consciousness is barely 
aroused. Not in Mexico alone, but within our own 
borders as well as on the high seas, have our people on 
their lawful occasions been done to death while the na- 
tion has slumbered or murmured feebly in its sleep. 

I am sure that Missouri is misrepresented when it 
is said that the middle of the country cares nothing for 
g navy, because it knows that even the most powerful 
of modern guns will not reach that far. But, seriously, 
is there not some truth in the jibe? Do you fully ap- 
preciate that the bombardment of San Francisco, the 
invasion of Texas, or the landing of a force on Long 
Island is also the invasion of your own state? Yet 
each of these events is as much a possibility as any one 
of the impossible things which have occurred since 
August, 1914. 

It is easier to point out what is wrong than to tell 
how to remedy the wrong, but there are certain funda- 
mentals that are so plain that none can ignore them. 
As a nation, we have grown rich, and have grown fat, 
and have grown soft, and we are today the most tempt- 
ing prize under the blue canopy of heaven. 

If as a nation we are sick, it is as individuals that 
we must supply the cure. We are -ourselves to blame, 
not Congress, not the government, but just we Ameri- 
cans. Congress does not lead, but follows public opinion. 
First of all, we need co-operation, team work, the things 
that win in any line of human endeavor, and to secure 
this there is nothing quite so good as universal military 
training which arouses national feeling and national con- 
sciousness as nothing else can do. Our educators are 
already demanding this training as a remedy for the 
excessive individualism of the boys who have an exag- 
gerated idea of their importance and of their rights, 
with a deficient sense of their responsibilities and their 
duties. As has been aptly said, it is as absurd to have 
some men volunteer to fight the battles of the Republic 
as it would be to have some men volunteer to pay the 
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taxes. Let the burden of military service rest on all, 
rich and poor alike, and then it will not press unduly 
hard on anyone, and if war should come, it will not be 
the best and bravest and most generous hearted that 
will be first sacrificed, but each will go in his turn. 

The primary purpose of a government is to provide 
adequate defense for the country governed, and how 
shamefully this purpose has been neglected under one ad- 
ministration after another is a familiar tale. Should 
our people demand that the army be disbanded and the 
navy scrapped, the position would be consistent, but to 
consent to an army pitifully inadequate and to a navy 
that dooms our boys to hopeless defeat and certain death 
is not the American way of doing. In fact, America is 
not awake; her people have been busy getting rich and 
her legislators have carried village politics into national 
affairs, and have busied themselves with petty improve- 
ments and meddled with the business concerns of the 
citizens, without a clear idea of the harm they were do- 
ing or an understanding of the world problems requir- 
ing solution. We need the industrial organization of the 
country, and we must in some way cause our legislators 
to understand that our steel mills, our railroad systems, 
our ship yards, our factories and our shops are to be 
encouraged and developed to the end that they may 
serve the nation. If the government finds it necessary 
to build an armor plant or a gun factory, it should be 
to supplement the private factories and not with the 
fatuous idea of putting any of them out of business. 
There is enough work for all before this country can be 
deemed adequately protected. 

The Federal Reserve Act has made the financial or- 
ganization of this country possible, and the preliminary 
steps to that end have already been taken. This, to 
my mind, is the great reason why the bankers should 
work with the Act and not against it; should try to 

make it succeed instead of pointing out defects which 
might cause it to fail, for in doing so, they will have 
not only strengthened the banking system but will have 
also strengthened the nation. 

Here is the excuse for what may seem a digression 
to matters remote from banking. Every question merges 
into the question of finance, no matter what the activ- 
ity; whether charitable or industrial, whether educa- 
tional or military, the banker must find the means or 
the projéct contemplated must wait. 

In the task of vitalizing the nation, the most im- 
portant agency is the press, which informs, instructs, 
advises, admonishes the people. It ill becomes one 
ignorant of the difficulties encountered in collecting and 
distributing the news, to criticise apparent failures or 
deficiencies, but is it too much to ask of our papers that 
they take the larger view of our national affairs and 
help in the difficult task which is before us, and to ask 


of our people that they discriminate between the vary-* 


ing grades of ability and integrity with which the work 
is done? 

If our people can rise to the heights of citizenship 
that the times demand, the work that must be done 
can be accomplished peacefully and in order, but if 
they will not learn from the bitter experience of our kin 
across the sea, the reformation will be worked out. amid 
the ruin of war. High ideals and lofty purpose are but 
feeble defenses against invading armies, and the God of 
battles may have decided that other ideals than ours 
are to prevail. 

Let us not doubt, however, that we can return to the 
stronger and simpler faith of our national youth, when 
we were poor in wealth but rich in courage. The navy 
that remembers Decatur and Bainbridge and Perry will 
again fly the starry flag on every sea, and our people, 
no matter how far from home, can once more say, like 
the Romans of old—“Civis Americanus sum” and find 
in the flag protection. 
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ANNUAL REPORT OF THE GENERAL SECRETARY 


FRED. E. FARNSWORTH 


New York, Sept. 1, 1916. 


To the American Bankers Association. 

GENTLEMEN: My report as General Secretary of the 
American Bankers Association is respectfully submitted 
herewith and covers the period from August 15, 1915, 
to August 31, 1916. The early date of our Seattle con- 
vention last year compelled us to balance our books as 
“of August 14, 1915,” so that this fiscal year, while 
ending on August 31, covers a slightly longer period 
than heretofore. 

Details of the activities of the Association during the 
past year are given in the various reports presented by 
the officers of the Association, Sections, Commissions, 
Committees and Departments during the sessions of the 
convention. To these activities I shall refer but briefly, 
while covering in detail the matters relating particularly 
to my administration of the affairs in general of the 
Association, including its finances, as called upon so 
to do. 


Executive Council 


The growth in membership and increased attendance 
at conventions each year serves to give emphasis to the 
fact that proper administration of the Association’s 
affairs must be had through the medium of the Execu- 
tive Council. 

The Spring Meeting of the Executive Council was 
held at Briarcliff Lodge, Briarcliff Manor, New York, May 
8, 9 and 10, 1916. The attendance was above normal and 
the few members compelled to absent themselves had 
good and ‘sufficient reasons for so doing. The Council 
gave consideration to many matters of interest to our 
vast membership, with a freedom of expression that 
argues well for the interests of all concerned and resulted 
in a harmonious session. 

Thirty-one members in the one-year class, twenty-four 
members in the two-year class, twenty-seven members in 
the three‘year class and fourteen members ea-officio will 
constitute the new Council which organizes after the 
adjournment of this convention—a total of ninety-six. 
Three states have added each a new member of the 
Council—by increasing the necessary membership: 
Kansas, Minnesota and Oklahoma. 


Sections of the Association 


The various Sections have actively engaged in mat- 
ters of peculiar interest to their bank members; much 
has been accomplished and it affords me great satisfac- 
tion to report entire co-operation between all the Sections 
and the Association officials. 

On Friday evening, February 25, 1916, the sixth 
annual dinner of the Trust Company Section was given 
at the Waldorf-Astoria in New York City. Nearly 800 
bankers were present and aside from its record-breaking 
attendance it was a pronounced success. 

The Thrift Campaign and the centennial of the 
institution of savings banks in the United States are 
but two of the important matters in the hands of the 
Savings Bank Section this year. The Thrift Campaign 
as inaugurated and carried through the past fiscal year 
has been one of the important epochs in the history of 
the Association. The special committee, appointed by the 
Savings Bank Section, has been very active in supporting 
this movement. Much credit, however, must be given 
to Mr. M. W. Harrison, Secretary of the Section, for his 
energy, resourcefulness and push. He has been inde- 
fatigable in his efforts to make this the crowning effort 
of the work of the Savings Bank Section, which cul- 


minates in the Centennial Anniversary and celebration of 
the Thrift Campaign in Kansas City. 

The Clearing House Section has been specially active 
in waging a “No-Protest” check campaign and for the 
institution of country clearing houses as well. 

The fourteenth annual convention of the American 
Institute of Banking Section was observed in Cincinnati, 
Ohio, September 20, 21, 22. The Institute has grown 
in members during the past year and its increased 
activities in matters educational can but promise well for 
the future of our banks and bankers. The Bankers 
Health Commission is doing excellent work and con- 
siderable interest is being taken in the efforts put forth 
by the Commission for the maintenance of health among 
bank employees. 

Again I want to commend the thoroughness of the 
activities of Mr. George E. Allen, Educational Director 
of the American Institute of Banking Section. When 
the Institute was first established, Mr. Allen set a high 
mark as the ideal of what should be accomplished by 
that organization, along the lines of its educational 
features. Mr. Allen’s foresightedness, his energy and 
zeal have brought the support of all of the banks in 
the larger cities of the country to the various Chapters, 
with the result that the educational department is now 
what the Institute has been striving for and has realized. 

The Secretaries of the various state bankers associa- 
tions comprise the Organization of Secretaries Section 
and during the past year they have co-operated heartily 
in matters of local as well as general interest to our 
members. Particularly, many of the state associations 
have been active in promoting the educational features 
of the Institute Section and in due course reward will 
come from this labor. : 

Organized at our Seattle convention, the National 
Bank Section has earned its spurs. Its Executive Com- 
mittee and officials have been active in the consideration 
of matters of interest to its Section members and to the 
Association membership at large. Important phases of 
the Federal Reserve Act have been studied and changes 
recommended. Conferences have been held in Washing- 
ton with the Federal Reserve Board and the Conference 
of Governors; and important meetings in other sections 
of the country have been attended, with most excellent 
results. Pending the selection of a Secretary for the 
National Bank Section, for five months your General 
Secretary acted in that capacity, until Mr. Jerome 
Thralls, former cashier of the Federal Reserve Bank of 
Kansas City, was chosen as joint Secretary of this 
Section and of the Clearing House Section; and in his 
selection these two Sections have been most fortunate 
and are to be congratulated. 

To Secretaries Babcock, Harrison, Thralls and Bart- 
lett, as well as to Presidents Bean and McFadden and 
Educational Director Allen, I extend my appreciation and 
thanks for their assistance and co-operation during the 
year and I congratulate them upon their individual suc- 
cesses. 


State Bank Section 


Due provision having been made in our Constitution 
for a State Bank Section, steps are being taken for the 
organization of such a Section during convention week 
and a call for a meeting has been issued, signed by 
prominent bankers in all gg of the country. The out- 
come of this meeting will be referred to the Executive 
Council for approval, and as I am a profound believer 
in Sections, and the efficiency of the work of our Sections 
now organized, I sincerely hope a State Bank Section 
will be organized. 
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Journal-Bulletin 


With an increase in circulation of almost 4,000 copies 
a month over a year ago, the JouRNAL at this time issues 
over 34,000 copies each month. More extensive use than 
ever before of the matter contained in its columns is 
being made by the financial and daily press as well as 
other mediums. Its importance seems to be established 
and Editor Welton is to be congratulated, and the Asso- 
ciation as well, upon the success of our publication. Com- 
mendatory letters continue to come in regarding the 
JOURNAL, and we are specially glad to have the expres- 
sions of commendation of our members, and letters of 
protest as well, although the latter are few in number. 
Through these communications the pulse of our member- 
ship is taken and detailed information frequently fur- 
nished on matters of interest to the particular member. 
There are still evidences, however, that some of our mem- 
bers do not avail themselves of the columns of the 
JOURNAL as a bulletin of information of Association 
affairs, and to such I earnestly recommend a careful per- 
usal of each issué as received. 


Legal Department 


Of the many branches of Association work, none is 
of greater importance than that of the Legal Depart- 
ment, so ably conducted under General Counsel Paton. 
I bespeak your undivided attention to the report of the 
General Counsel, when same is submitted. 


State Associations 


There is now a bankers association in every state in 
the Union and the District of Columbia—forty-nine in 
all. While some of these associations, through greater 
size and numbers, must accomplish more than others, all 
are healthy organizations and much is accomplished 
through their efforts. Vast power is represented by the 
state associations and the American Bankers Association, 
and when wielded jointly results must come. 

Your General Secretary has attended various con- 
ferences, conventions of state associations, group ban- 
quets, dinners of the Institute, etc. The Association has 
also been widely represented at state association conven- 
“tions, etc., by President Lynch, First Vice-President 
Goebel, Assistant Secretary Fitzwilson, General Counsel 
Paton, Educational Director Allen, Secretaries Harrison 
and Thralls and by Messrs. Welton and Gammon, Man- 
agers reapectively of the Department of Public Relations 
and Protective Department. In this manner, I believe 
the Association officials and Department heads have 
come in contact with a larger number of our members 
than ever before. 


Department of Public Relations 


Manager Welton has again demonstrated the wisdom 
of the creation of this Department and his establishment 
as its head and manager. A forceful and versatile 
writer, he has through the medium of the JouRNAL and 
otherwise given extensive publicity to items of peculiar 
interest and import to our membership. Continued 
studied improvements have been effected in the JouRNAL 
and further changes may be expected as time goes on. 
He has been ably assisted by Associate Editor Lewis, to 
whom has fallen also the burden of publication and the 
agg are: of the contract and purchasing department. 

zewis has proven himself eminently qualified for 
this important work. 


Committees 


In an organization as great as the American Bankers 
Association has become, the importance of committees 
and their work cannot be overestimated, and each year 
we must still further depend upon our committees for 
the accomplishment of desired features of Association 
work. 
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The Administrative Committee has held several 
meetings since the Seattle convention and has given care- 
ful consideration to various matters connected with the 
administration of Association affairs. Among the more 
important that have been acted upon are: 

Selection of Briarcliff Lodge as the place for holding 
the Spring Meeting of the Council ; deciding upon the 
dates for the Kansas City Convention ; approving the 
appointment of M. W. Harrison as Assistant to Educa- 
tional Director Allen of the Institute Section; approving 
the selection of Jerome Thralls as Secretary (jointly) 
of the Clearing House and National Bank Sections; and 
it referred various matters to the Committee on Federal 
Legislation for their action. 

The Insurance Committee has been active in en- 
forcing betterments, in its particular field, for our mem- 
bers generally and has been peculiarly successful in 
several instances in bringing about more liberal settle- 
ment of cases than the companies were at first inclined 
to give. A new form of Bankers’ Blanket Bond has been 
effected during the past year and was approved by the 
Insurance Committee as of June 8, 1916; and our mem- 
bers are advised to insist upon the form of bond carrying 
this indorsement printed on the face thereof. The In- 
surance Committee is fortunate in having as its Secre- 
tary, Mr. B. A. Ruffin, who is so familiar with the in- 
tricacies and detail of insurance matters. Secretary 
Ruffin conducts a vast correspondence with our members 
from his office in Richmond, Va., and will ever be found 
ready and willing to advise upon any point within his 
province. Mr. Ruffin has attended several state associa- 
tion conventions during the year, thereby furthering the 
good work of his Committee and the welfare of the As- 
sociation. 

The Committee on Law has again been actively en- 
gaged in promoting various phases of state legislation 
and its efforts have been very successful. Its report will 
merit your attention. 

The Committee on Federal Legislation has had a 
busy year and has met with success in many mattets of 
Federal legislation it has recommended. Most prom. 
inent, perhaps, of all its efforts is the achievement of the 
passage of the Pomerene Bill (the National Bill of 
Lading Law) after a campaign extending over a period 
of eleven years. The full details of what has been accom- 
plished by this Committee will be told in its report, cov- 
ering perhaps the most important activities in its his- 
tory. 

The Finance Committee, sdttiie with its sub-com- 
mittees, have given careful attention to matters of 
finance within the Association, analyzing the’ various 
reports, statements, etc., submitted at Convention and 
Spring Meeting periods. A committee on efficiency in the 
conduct of Association affairs was —— at the 
Briarcliff Spring Meeting, to report at Kansas City, and 
it will be interesting to note that this committee found 
the conduct of the varied details of the Association to be 
generally up-to-date in every respect. 


Bills of Lading 


At our convention in Washington, in 1905, there was 
appointed a Committee on Bills of Lading; said commit- 
tee consisting of Messrs. Lewis E. Pierson, New York, 
Chairman; William Livingstone, Detroit; Frank O. Wet- 
more, Chicago; J. A. Lewis, St. Louis, and William Ingle, 
Baltimore. 

The Committee performed active service in connec- 
tion with the task assigned it and presented reports at 
subsequent conventions. It also urged the various state 
bankers associations to form similar committees within 
their organizations, to aid in the work on this proposi- 
tion. 

In 1909, at our Chicago convention, Mr. Clay H 
Hollister became chairman of the committee, with 
Messrs. Whitmore, Lewis and Ingle completing the same. 
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In.1910 Mr. Daniel G. Wing was added to this personnel, 
and in 1911 Messrs. Sol Wexler and Nathan Adams were 
also added. This constituted the ¢ommittee until the 
Boston convention in 1913, the committee, as such, 
making its last report at that convention. 

The Bills of Lading Committee not having been con- 
tinued, the Executive Council, at Boston, on Friday, 
October 10, 1913, passed a resolution referring to the 
Committee on Federal Legislation the task of carrying 
on this important campaign. 

This committee gave every attention to the proposi- 
tion and its persistence along these lines has finally 
met with success. Chairman Charles A. Hinsch, the 
members of the Committee on Federal Legislation and 
General Counsel Paton are to be congratulated on the 
outcome—the passage of the Pomerene Bill, S. 19, and 
its approval and signing by President Wilson on August 
29 of this year. The culmination of eleven years of effort 
on the part of our Association has secured national legis- 
lation which will give bills of lading their proper status 
as instruments of credit. The vital parts of the law just 
enacted are (1) integrity, (2) full negotiability and (3) 
punishment of forgery of bills of lading. 


Currency Commission 


There have been no demands made upon this impor- 
tant body during the past year, but the commission is 
intact and stands ready to serve when there is demand 
for its services. 


Agricultural Commission 


Co-operating with various state associations and 
agricultural committees, this commission has carried 
on its work during the year. The Banker-Farmer con- 
tinues to be well received and no doubt much has been 
accomplished to bring about a closer relationship between 
the banker and the farmer. The campaign for improved 
conditions in farming sections, with better roads, schools, 
better crops through the diversification of same, etc., 
must of necessity be slow in showing restlts, but there 
is a steady improvement all along these varied lines of 
endeavor. 


Protective Committee 


This committee, secretly named for obvious reasons, 
has given careful attention to the affairs of the Protec- 
tive Department and proper supervision to the conduct 
of its affairs. Unfortunately they cannot, as individuals, 
receive the expressions of appreciation to which they are 
entitled. 

The report of the Protective Committee (to the Ex- 
ecutive Council) and the report of the Protective Depart- 
ment by Manager Gammon will show in detail what has 
been accomplished in this important field of Association 
endeavor during the year. These reports and the data 
given in the full report of the William J. Burns Inter- 
national Detective Agency, Inc. (available to all Associ- 
ation members), furnish full detail and warrant careful 
perusal by our members. 

The Association has received many letters of com- 
mendation of the work of the Protective Department. 
Only a few letters of criticism have come to hand, and 
these generally have been written through misunder- 
standing of facts involved. 

That there may be no misunderstanding whatsoever 
as to the nature of the service rendered by the Protective 
Department and to end that every member may have 
exact information, it seems again desirable to state that 
all cases which come within the rules of the Protective 
Department are handled without cost to the member 
concerned; the Association will prosecute the amateur 
as well as the professional criminal, and cases reported 
to the nearest Burns Agency office will be taken - up 
without delay. It is unnecessary to- communicate with 
the General Offices in New York before a case will be 
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taken up, all allegations to the contrary being false. 

Manager L. W. Gammon each year continues to im- 
prove and perfect his department. An untiring worker 
and with a thorough knowledge of his line, he develops 
the best within his department and can but demonstrate 
each year his value to the Association and its members 
in his particular field. 

Library 

In the Association Library and its Reference De- 
partment there has been a steady growth during the 
year. The loan feature is becoming better understood, 
and more general in use, and the matter on the library 
shelves is more frequently in demand by bankers and 
others for reference and research work. 

We trust that with the new year we are just enter- 
ing upon — more of our members will avail them- 
shelves of the library and the wealth of reference data it 
contains. 

The Association has received many contributions of 
books, pamphlets, magazines, newspapers, etc., etc., from 
organizations, libraries, bankers and individuals. These 
contributions stimulate what has already been gathered 
together and are much appreciated. 

The Librarian, Miss Glenn, will make a report on 
the Library and Reference Department, and to her un- 
tiring efforts much of the success of our library is due. 


Finances 


The Treasurer’s report shows a cash balance on hand 
of $32,264.22. The balance in 1915 was $36,097.75 and 
$20,152.70 in 1914. 

The reduction of the cash balance at the end of the 
fiscal year of 1916, as compared with the fiscal year of 
1915, is accounted for by the extraordinary expenses 
during the past year, which are covered in increased 
expenditures of Seattle convention, additional appropria- 
tion required by the Savings Bank Section for its Cen- 
tennial and Thrift Campaign, and other special items 
which do not ordinarily occur.. I recommend that the 
Finance Committee set aside, for investment, a portion 
of this balance. All bills have been paid for the full 
fiscal year just ended. : 


Office Improvements 


A new and up-to-date installation of the Turner In- 
tercommunicating Telephone System between the Gen- 
eral Secretary’s office and various offices of his assistants 
has been put in during the year. This greatly facilitates 
the transaction of inter-office detail and proves a great 
convenience and time saver. 

To our mechanical equipment has been added an Edi- 
son Rotary Mimeograph No. 78, electrically controlled, 
for the supplying of manifold copies of circular and pub- 
licity matter; also a graphotype, electrically operated, 
which now enables us to make our own stencils for the 
addressograph equipment, without delay. 

Some new furniture has been placed in the general 
“work room” with the elimination of old-fashioned roll- 
top desks—resulting in improved appearance of the room 
and increased efficiency of the employees. 


Routine Work 


During the fiscal year just ended we sent out from 
the General Offices more than 641,000 letters, circular 
letters, Proceedings, JoURNAL-BULLETINS, etc. The fol- 
lowing statement shows the volume of mail and express 
matter in detail: 


First-Class Mail Matter 


First-class mail other than letters, such 

as typewritten lists, etc........... 2,474 


73,929 
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Second, Third and Fourth Class Mail Matter 
JOURNAL-BULLETINS, including those of 


—— 411,512 
Sections and Departments 
Total first-class mail matter.......... 128,230 
Total second, third and fourth class 
141,086 
Grand fotal........ 641,689 


Membership 


At the time of balancing our books, August 15, 1915, 
membership in the Association stood at 15.30. At the 
Briarcliff Spring Meeting this year it wus announced 
that we hoped for an increase of 1,000 members by 
August 31; and, on the date of closing our books, it is my 
pleasure to report there were enrolled 16,016 members, 
representing a net gain for the year of 1,006.. Last year 
the net gain was 290 members. I am sure this result 
is most gratifying—a record that has been excelled but 
twice in the existence of the Association. In 1901 there 
was a net gain of 1,113 and in 1912 a net gain of 1,251. 

To the state of Oklahoma belongs the credit for 
greatest increase in membership in the Association with 
118 new members, a total of 530. Kansas comes second 
with 111 new members, a total of 741. Nebraska comes 
third with 91, a total of 483. Missouri is fourth with 
73 new members, a total of 611; Iowa is fifth with 70, 
a total of 678; Illinois stands sixth with an increase 
of 61 and a total membership of 981; and Texas seventh 
with an increase of 47 and a total membership of 567. 

New York ranks first in Association membership 
with 1,019, Illinois second with 981, Pennsylvania third 
with 966, Kansas fourth with 741, Iowa fifth with 678, 
California sixth with 636, Ohio seventh with 621 and 
Missouri eighth with 611. 

Relating to increase of membership by the various 
Sections and officers of the Association showing the num- 
ber of applications known to be received from the sources 
mentioned below during the fiscal year ending August 31, 
1916: 


National Bank Section, through the co-operation of 
Mr. Jerome Thralls, Secretary of the Section; the 
Vice-President of the National Bank Section for 
Oklahoma, Mr. T. P. Martin, Jr.; Mr. G. D. Davis, 

Mr. E. W. Sinclair and others located in that state 150 
O. T. Eastman, Vice-President A. B. A. for Nebraska* 72 
Those who were the most successful in member- 

ship campaigns: 

M. A. Traylor, Vice-President A. B. A. for Illinois... 32 

P. W. Goebel, Vice-President American Bankers As- 


A. C. Smith, Vice-President A. B. A. for Iowa...... 22 


W. W. Woodson, Vice-President A. B. A. for Texas.. 17 


*Nore.—With the recently of Mr. W. B. 
ay secretary of the Nebraska Bankers Association, they 
having signed a joint circular. 
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Wm. J. Burns International Detective Agency, Inc., 
general solicitation with good results. 


Very many of our State Vice-Presidents, Members 
of the Executive Council and State Secretaries gave us 
valuable assistance in increasing membership during the 
past year; and for this loyal work all are entitled to the 
sincere thanks of the Association. 


August 14, 1915..... 15,010 
*Erased from the rolls through failure, liquida- 
tion, consolidation and withdrawal December 
August 31, 1916, new members joined dur- 
*Regained members (secured from the 
August 31, 1916, membership................. 16,016 
A net increase for the fiscal year of............ 1,006 
A net loss for the year in failures, consolida- 
A net loss for the year in delinquents...... 198 
— 416 
Making the actual gain in new members........ 1,422 


It will be obsetved that the list of delinquents is 
exceedingly small, considering our large membership. 
The delinquents for the year were 198 (the lowest in 
proportion to the membership in the history of the Asso- 
ciation) with a membership of 15,010; less than the year 
before when the membership was 14,720 and the delin- 
quents 216. The year ending. August 31, 1911, the delin- 
quents were 246 with a membership of 11,405. Is this 
not the strongest evidence of the loyalty of our member 
banks? The aggregate capital, surplus and deposits of 
our member banks is estimated to approximate eighteen 
billion dollars. 


The membership and resources of the Association 
have increased as follows: 


Paid 
Membership Annual Dues 
September 1, 1875......... 1600 $11,606.00 
September 1, 1885......... 1395 10,940.00 
September 1, 1895..+...... 1570 12,975.00 
August 31, 1905.......... 7677 127,750.00 
August 31, 1906.......... 8383 137,600.00 
August 31, 1007.......... 9251 150,795 .00 
August 31, 1909.......... 10,682 175,352.00 
August’31, 1910.......... 11,405 188,934.00 
August: Si, 1911... 12,072 198,530.00 
August 31, 1912.......... 13,323 213,752.50 
August 31, 1913.......... 14,100 229,324.48 
August 14,720 23335915 .00 
August 14, 1915.......... 15,010 245,651.00 
August 31, 1916.......... 16,016 (estimated ) 262,021.76 

Income 


$4,730.00 
2,800.00 


Interest on Bonds and Corporate Stock...... 
Interest on, Bank Balances (estimated) ...... 
Estimated Annual Dues for Fiscal Year End- 
ing August 31, 1917........sessescccccece 262,021.76 
Making Total Income, year ending August 31 
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Membership by Years 


Gross Loss by Net Loss by 


Iuilures, Mer- Failures, 
Member- ger, Delin- Merger, Delin- Gross Net 
Yeur ship quents, ete.  quents, etc. Gain Gain 
1897 2,813 37 982° 611 
1898 3,424 248 deca 783 535 
1899 3,915 211 ree 741 530 
1900 4,500 234 vere 819 585 
1901 5,504 200 1,313 1,113 
1902 6,354 186 sabes 1,159 973 
1903 7,065 313 seas 1,139 826 
1904 7,563 500 a 1,120 620 
1905 7,077 1,038 ail 1,152 114 
1906 8,383 337 Seas 1 043 706 
1907 9,251 434 Pee oP 1,302 868 
1908 9,803 691 re 1,243 552 
1909 10,652 - 760 374 1,639 879 
1910 11,405 781 298 1,504 723 
1911 12,072 1,304 405 1,971 667 
1912 13,323 790 330 2,041 1,251 
1913 14,100 744 359 1,521 777 
1914 14,720 894 384 1,514 620 
1915 ~—-15,010 924 434 1,214 290 
1916 16,016 883 416 1,889 1,006 


Membership of States and Territories Having Less Than 
100 Members 


(As of August 31, 1916) 


New Hampshire....... 70 Porto Rico....... niece 

Membership 


DIVISION OF BANKS IN ASSOCIATION, AUGUST 31, 1916 


Trust Sav. State A.I.B. 
Srarz or Territory Nat’! State Private Co.’s Bks. Sec’y Chaps. Total 


22 7 1 


2 1 
12 48 0 20 1 1 0 82 
52 164 2 26 1 1 1 247 
206 «46296 6 36 87 1 4 636 
109 98 7 17 9 1 1 242 
69 9 7 44 48 1 1 179 
22 1 1 15 2 1 0 42 
14 3 3 3 16 1 1 41 
49 125 4 12 4 1 0 195 
89 253 7 18 12 1 1 381 
49 85 2 7 1 1 0 145 
333 314215 76 41 1 1 981 
153152 40 56 3 1 0 405 
205 164 53 30 ©6225 1 0 678 
192 533 2 6 1 0 741 
76 70 1 27 4 1 1 180 
34 «123 1 21 5 1 1 186 
58 0 0 36 21 1 0 116 
80 36 23 19 26 1 1 186 
157 2 27 74 109 1 1 371 
90 165 44 9 168 1 1 478 
188 304 8 5 6 1 2 514 
30 122 1 15 2 1 0 171 
106 «6401 22 46 32 1 2 610 
59 «151 19 12 0 1 0 242 
175 204 4 7 2 1 0 483 
ada. 10 17 1 0 1 0 29 
i Hampshire. . a 47 1 0 7 14 1 0 70 
New Jersey........ 27 3 18 1 0 327 
New Mexico... 360 6 1 8 1 1 0 73 
1 7 1,019 
North i" 68 97 1 35 7 1 0 209 
North Dakota.. 1110215 0 3 1 0 333 
245 139 62 56 «115 1 3 621 
Oklahoma. 242 275 0 ll 1 1 0 530 
Oregon........ 77 90 10 12 8 1 1 199 
Pennsylvania... . .-- 583 99 52 194 34 1 3 966 
Rhode Island........... 18 1 2 19 7 1 1 49 
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Trust Sav. State A.I.B. 
State or Territory Nat’! State Private Co.’s Bks. Sec’y Chaps. Total 


South Carolina......... 87 125 1 10 18 1 1 193 
South Dakota 86 §6197 3 10 9 1 0 306 
Tennessee. ‘ 80 104 1 47 9 1 1 243 
319 = 161 28 54 1 1 3 567 
Se 22 44 4 5 8 1 1 85 
41 0 0 21 13 1 0 76 
eS eae 99 119 13 14 9 1 1 256 
Washington............ 68 208 17 21 9 1 2 326 
West Virginia.......... 83 97 2 21 4 1 1 209 
Wisconsin.......... 2 11 21 1 1 402 
Wyoming. . 32 53 1 6 0 1 0 93 
3 13 1 0 0 0 0 17 
Canal Zone............. 1 0 0 0 0 0 0 1 
SS aaa 4 6 2 4 0 0 0 16 
Philippine Islands...... . 0 3 0 0 0 0 0 3 
ee 0 7 2 0 0 0° 0 9 
Canada, ate 0 42 0 1 0 0 0 43 
Cuba. 1 18 3 1 0 0 1 24 
Isle of Pines... 1 0 0 0 0 0 0 1 
RS ee 0 8 2 0 0 0 0 10 
Panama 1 2 0 1 0 0 0 4 

5,701 6,699 859 1,421 1,240 49 47 16,016 


In Memoriam 


On February 15, 1916, at Ormond Beach, Fla., there 
passed to the Great Beyond, George E. Lawson, president 
of the Peoples State Bank of Detroit, Mich., and member 
(1916 class) of our Executive Council and of our Finance 
Committee as well. 

Mr. Lawson took an active interest in the affairs of 
our Association and gave of his best in its interest and 
welfare. A man of ability, always courteous, of a gentle 
nature and charitable, he will be missed in our assem- 
blings as well as by all who knew him in his native city. 


Appreciation 


The General Secretary would take this occasion to 
word his appreciation of the assistance and courtesies 
rendered him by the Executive Council, Departments, 
Sections, Committees and Commissions; as well as by 
the Association officials, State Vice-Presidents and State 
Secretaries. 

The general Association membership has been lpyal 
in its support, and for this and their letters of encourage- 
ment and the warm welcome accorded when brought into 
personal contact with bankers of the country, your Gen- 
eral Secretary is appreciative and grateful. 

His association during the year with President 
Lynch and the Administrative Committee has been most 
agreeable and helpful. With the distance from the At- 
lantic to the Pacific separating us, President Lynch has 
found it possible to visit the general offices and attend 
Administrative Committee meetings, and the other mem- 
bers have given freely of their time and attention to the 
betterment of Association matters. To Treasurer Wing, 
Assistant Secretary Fitzwilson, T. R. Wilson, secretary 
to the General Secretary, and to the employees in the 
General Offices I also extend expression of my apprecia- 
tion. The hearty co-operation given by them all has 
made this year, the ninth of my administration, the more 
enjoyable and the results attained more effective than 
heretofore. 

Kansas City 

This convention of the Association in Kansas City 
is the forty-second in the history of our organization. 
Kansas City has once before entertained the American 
Bankers Asociation—on the occasion of our fifteenth 
annual convention, September 25 and 26, 1889. There 
are those among our number who will recall that con- 
vention as one of the most successful held up to that 
time, and particularly marked was the unbounded hos- 
pitality of the bankers and citizens-of Kansas City on 
that occasion. 

At that time the Association had a membership of 
about 2,200 and the attendance at the convention was 
approximately 600 delegates, and with guests totaling 
in all about 1,500 people. 
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A Missouri banker was President—Mr. Charles Par- 
sons, president of the State Bank of St. Louis; and Mr. 
Joseph S. Chick, president of the National Bank of 
Kansas City, Mo., was a member of the Executive Coun- 
cil. Mr William P. St. John (well known in the past 
in this section of the country) was one of the principal 
speakers and Mr. George F. Baker of New York City, 
prominent banker and financier, was Treasurer of the 
Association. The income for that fiscal year was $14,612. 
An interesting program was presented and there were 
many speakers on questions of the day, with spirited 
discussions. 

Again we meet in this great mid-western metropolis 
with marked changes in the Association, showing prog- 
ress along all lines of endeavor; with a membership of 
more than 16,000 banks and an attendance of approxi- 
mately 4,000 delegates and guests. 

When the enterprising delegates from Kansas City 
presented their invitation at the Seattle convention there 
were promises made, which in every particular will be 
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fully realized—in fact, will. be more than realized by 
those who are so fortunate as to attend this forty-second 
annual convention. 

Your General Secretary has made several visits to 
Kansas City during the past year, meeting bankers and 
citizens on each occasion, and has realized fully that 
Kansas City believes in co-operation; that its business 
and professional men co-operate thoroughly with the 
bankers in providing entertainment and hospitality, and 
in every way carry out the slogan of the city—“Kansas 
City, the Heart of America,” “All for One and One for 
All.” 

I wish to express my sincere thanks to the Executive 
Committee and to all local.committees of Kansas City 
for the aid and assistance I have received at their hands 
in the endeavor to carry out the vast details of this 
great convention; and to convey for the Association its 
thanks for a most successful convention, so well managed, 
and carrying with it the unbounded hospitality of the 
city. 


ANNUAL REPORT OF GENERAL COUNSEL 


THOMAS B. PATON 


A considerable portion of the work of the General 
Counsel since the Seattle convention has been in con- 
nection with the activities of the Committee on Federal 
Legislation, both in an advisory and executive capacity. 
General Counsel has participated in meetings, confer- 
ences and discussions upon legislative subjects, drafted 
and caused bills to be introduced for the committee, 
attended Congressional hearings, had numerous inter- 
views with members of Congress in Washington and else- 
where, prepared briefs and arguments upon particular 
measures, issued circulars, letters and telegrams, con- 
ducted an extensive correspondence, kept track of all 
bills introduced in Congress affecting the banking inter- 
ests, closely watched bills of an objectionable character 
and, in short, endeavored both in a legal and secretarial 
way, to do all things necessary as an aid and adviser 
of the committee in the successful prosecution of its 
work. 

A very considerable measure of success has attended 
the labors of the Committee on Federal Legislation, both 
in the enactment of bills favored by the Association and 
in the defeat of objectionable measures. Legislation 
favorable to the banking interests has been enacted at 
the recent session of Congress modifying the Clayton 
interlocking directorates act, establishing a satisfactory 
bills of lading law, modifying the revenue law, including 
the substitution of a less onerous corporation tax for 
the bankers’ special tax, extending the powers of national 
banks with respect to foreign trade and amending the 
Philippine bill so as to remove the danger to holders 
of Philippine bonds. The year has been unusually 
fruitful in national legislation of value to bankers and 
in procuring this result, our Committee on Federal Leg- 
islation, under the guidance of its energetic chairman, 
has taken an important part. The report of that com- 
mittee will doubtless be looked for with particular inter- 
est for a detailed statement of action and results upon 
the Federal legislative subjects committed to its charge. 

In matters of state legislation, this has been an off 
year, only a minority of states holding legislative ses- 
sions. Nevertheless, some of the important measures 
recommended by our Association and actively pushed by 
the state bankers associations have become law. The 
report of the Committee on Law (hereafter to be called 
the Committee on State Legislation) will contain refer- 
ence to these subjects of state legislation. 

Speaking in a general way, the aim and effort of 
General Counsel in the field of national and state legis- 


lation, has been to do all in his power to carry out the 
policies of our Association in the promotion of legisla- 
tion having for its object the improvement of the banking 
system and the soundness and negotiability of commer- 
cial instruments of credit, and in opposition to legislation 
detrimental to the banking interests. 

In this connection it may not be inappropriate to 
emphasize briefly the importance of that branch of the 
legislative work which has been directed toward improv- 
ing the negotiability and commercial value of those 
instruments of credit which are part of the machinery 
of commercial transactions. The chief instruments of 
commerce upon which credit is extended are the bill of 
exchange and promissory note, the bill of lading and the 
warehouse receipt. ‘The former represent money, the 
latter goods in transit or on storage. 

It has been a long and aggressive fight conducted 
under the auspices of the American Bankers Association 
and through the active efforts of state bankers associa- 
tions to put the Negotiable Instruments Act on the 
statute books of the different’ states. With its enactment 
this year by the legislature of Mississippi, for which 
congratulations are due the bankers of that state, there 
now remain but four states which have not passed the 
Act—Maine, Georgia, California and Texas. fore the 
passage of that Act the law governing bills and notes 
was complicated by the divergent laws of some fifty 
states providing varying standards of negotiability and 
different rules governing liability of parties. A bill of 
exchange or a note originating in another state was 
discredited because of uncertainty as to its negotiability. 
The tremendous benefit of having one uniform law of 
negotiable instruments throughout the country in facili- 
tating the operations of banking and commerce is obvious 
and this result has now been substantially achieved 
largely through the organized efforts of the bankers. 

Of equal importance to commerce and banking has 
been the work of the Association in promoting legislation 
which would provide full negotiability and integrity to 
the bill of lading as an instrument of commerce. For 
eleven years the American Bankers Association has been 
urging national legislation to this end and has at last 
achieved success through the approval by the President 
of the Pomerene bill, passed at this session of Congress. 
In the Fifty-ninth Congress we started with the Town- 
send-Burrows bill, in the Sixtieth Congress we urged the 
Maynard-McLaurin bill; in the Sixty-first Congress, the 
Stevens-Clapp bill, which passed the House; and in the 
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Sixty-second, Sixty-third and Sixty-fourth Congresses, the 
Pomerene bill which passed the Senate in each of these 
Congresses but only in the last went through the House. 
Our Association was the pioneer in the movement but as 
it gained headway, other organizations became allied 
and all share in the glory of the achievement. The 
details of this year’s successful campaign will, of course, 
be covered in the report of the Committee on Federal 
Legislation. In addition, largely through the efforts of 
our Association and its Law Committee, the Uniform 
Bills of Lading Act has already been passed in fifteen 
states and one territory and the Uniform Warehouse 
Receipts Act has been passed in thirty-three states. 
Congress at this session has also passed a law providing 
for uniform warehouse receipts containing many of the 
provisions of this bill. These warehouse acts facilitate 
commerce by enhancing the value of the warehouse re- 
ceipt as an instrument of credit. 

These subjects are mentioned as indicating the im- 
portance of the work of our Association in the field of 
constructive legislation and the great value of what has 
been accomplished in this direction. It is not necessary 
to extend this report by discussing the underlying objects 
and purposes of various other subjects of national legis- 
lation involving amendments of the Federal Reserve Act 
and other Federal laws nor the many subjects of state 
legislation handled by our Association in the interest 
of the banks. These subjects will be sufficiently dealt 
with in the report of the Committee on Federal Legisla- 
tion as to Congress and in the report of the Committee 
on Law as to the different states. 

It is interesting to note, in connection with the 
Revenue law which was approved September 8 and, 
with certain exceptions, took effect on the following day, 
that in addition to the elimination of the special tax on 
bankers and substitution of a smaller tax on all cor- 
porations, the stamp tax law was repealed and stamp 
taxes are no longer in force. Also that certain pro- 
visions of the old law, the interpretation of which has 
been matter of controversy with the Treasury Depart- 
ment, have been so changed as to remove the cause for 
complaint. The former income tax law upon corpora- 
tions provided that in ascertaining net income there 
should be deducted from gross income, among other 
things, “all losses actually sustained within the year 
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and not eompensated by insurance or otherwise * * *.” 


Under this provision the Treasury Department ruled that 
banks would not be permitted to deduct the loss upon 
securities charged off upon their books within the year, 
unless the securities were sold or otherwise disposed of ; 
this notwithstanding the amount charged off was by order 
of a national bank examiner or state bank department. 
Until sale or disposition, the Treasury Department con- 
tended the loss was not actually sustained and this 
ruling was adhered to, despite requests for reconsidera- 
tion. The new law changed the provision to read: “All 
losses actually sustained and charged off within the year 
and not compensated by insurance or otherwise * * *.” 
The words “and charged off” were added by the Senate 
and agreed to by the conferees. Doubtless under the 
new law, banks will be allowed to deduct from gross 
income, the amount of loss caused by depreciation of 
securities charged off on their books within the year, 
without the necessity of sale or disposition of the securi- 
ties. It was furthermore ruled under the old law that 
an individua] could not deduct losses arising from deal- 
ings in stocks or bonds where such losses were not in- 
curred in the trade or business of such individual, 
although profits arising from similar dealings were tax- 
able as gains. The new law corrects this injustice by a 
provision allowing an individual to deduct from gross 
income “in transactions entered into for profit but not 
connected with his business or trade, the losses actually 
sustained therein during the year to an amount not 
exceeding the profits arising therefrom.” 

In addition to the work of General Counsel in con- 
nection with legislative matters, an extensive opinion 
work is carried on for members of the Association and 
he has acted in an advisory capacity upon matters pre- 
sented by different Sections and committees. It would 
be impracticable to enter into any detail of the numerous 
phases of this work. At the meeting of the Executive 
Council a year ago it was determined that the General 
Counsel should prepare for publication a digest of the 
different opinions he has rendered. Owing to the exi- 
gencies of the legislative situation during the last session 
of Congress it has been impossible to find the necessary 
time to complete this particular work. It is now in 


progress. 


REPORT OF ‘THE TREASURER 


E. M. WING 


La Crossg, Was., Sept. 13, 1916. 


To the Members of the Executive Council and the Ameri- 
can Bankers Association: 

The cash balance in the hands of: the Treasurer, 
August 14, 1915, was $36,097.75. The balance on hand 
September 1, 1916, was $32,264.22. During the year the 
receipts have been $264,780.46 and the disbursements 
$268,613.99. 

On September 1 the drafts for membership dues were 
sent out, 15,471 in number, amounting to $246,055, an 
increase of $10,250 over last year, and 775 in number. 

While the income of the Association shows a large 
increase, the expenses are increasing even more rapidly, 
and this year, for the first time in some years, will exceed 
the income of the Association. 

The surplus funds of the Association are invested 
as follows: The securities, under the control of the 
Executive Council, are held in the Bankers Trust Com- 
pany of New York as follows: 


Carried On 
Par Value Books At 
Chicago, Burlington and Quin- 
ey, Ill. Division, 4’s due 


Chicago, Burlington and Quin- 

ey, Joint 4’s due 1921...... $12,000.00 $11,600.00 
Atchison, Topeka and Santa Fe, 

General Mortgage 4’s due 

New York City Corporation, 

Registered 344’s due 1940... 30,000.00 26,500.00 


28,500.00 


$122,000.00 $114,000.00 


Market Value Cost 
Chicago, Burlington and Quin- 
cy, Ill. Division, 4’s due 


Chicago, Burlington and Quin- 
cy, Joint 4’s due 1921....... 11,730.00 11,559 .09 


Atchison, Topeka and Santa Fe, 
General Mortgage 4’s due 


New York City Corporation, 


Registered 344’s due 1940.... 27,675.00 25,506 . 67 


$114,155.00 $118,734.51 
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ANNUAL REPORT OF THE PROTECTIVE DEPARTMENT 


L. W. GAMMON; Manager 


New York, N. Y., Sept. 1, 1916. 


During the period covered by this report there has 
been no marked increase in the number of crimes com- 
mitted against members of the Association other than 
could be expected in proportion to the large increase in 
the membership. 


Arrests 


For the period from August 1, 1915, up to and in- 
cluding August 31, 1916, I beg to report as to operations 
against criminals, as follows: 


Total cases not disposed of arrested prior to 


Total arrests since August 1, 1915........... 428 
536 
Released, escaped, insane and died........... 116 423 


Since August 1, 1915, up to and including August 
31, 1916, there have been burglaries and attempted 
burglaries on members, and similar crimes on non-mem- 
bers, as follows: 
Members Non-Members 


bo = bo 


° 
= 

DO DO 


1 
Mississippi 1 


1 

5 
1 


> 


Of the 26 attacks on members, 7 were successful 
burglaries, 19 unsuccessful. 

Of the 43 attacks on non-members, 27 were success- 
ful burglaries, 16 unsuccessful. 

The loss sustained by members in connection with 
burglaries was $7,754.03; while the loss sustained by 
non-members amounted to $60,242.30. 

There have been 35 hold-ups on members with a loss 
of $65,821.93, also nine sneak thefts with a loss of 
$26,511.34. 

During the same period there have been 40 hold-ups 
on non-members with a loss of $68,229.56; also two sneak 
thefts with a loss of $2,148. 

Our members, as a rule, report all attacks on them, 
also the exact loss, while on the other hand, non-members 
rarely report attacks on them, with the result that we 
do not obtain a record of some of these attacks or losses. 


The following figures show the reported and at- 
tempted burglaries on banks since the inauguration of 
the protective feature, so far as known: 


Non-Members ........ 1630. Loes.....<... $2,190,438.72 
Difference........ 1088 $1,923,637 .52 


Correspondence 


During the period from August 1, 1915, up to 
August 31, 1916, the Protective Department has received 
36,741 reports and other communications from our de- 
tective agents. The department has also received 1,034 
letters and telegrams, and written 2,497 letters and tele- 
grams. These res do not include circular letters and 
similar communications. 


Photographs 


The department now has 4,720 photographs of crim- 
inals, comprising burglars, hold-up men, sneak thieves, 
forgers and bogus check operators, with a complete 
record of each. 


Offices of Our Detective Agents 


The William J. Burns International Detective 
Agency, Inc., now have twenty-three offices of their own 
in this country, as follows: Birmingham, Ala.; Los 
Angeles and San Francisco, Cal.; Denver, Col.; Chicago, 
Ill.; New Orleans, La.; Baltimore, Md.; Boston, Mass.; 
Detroit, Mich.; Minneapolis and St. Paul, Minn.; 
Kansas City and St. Louis, Mo.; Buffalo and New York 
City, N. Y.; Cleveland, Ohio; Portland, Ore.; Philadel- 
phia and Pittsburgh, Pa.; Providence, R. I.; Houston, 
Tex.; Seattle and Spokane, Wash.; and one correspond- 
ent at Des Moines, Iowa. They also have three special 
representatives, C. E. Sears, c/o Hotel Albert, Jackson- 
ville, Fla.; P. R. Schumacher, 601 Young Street, Dallas, 
Tex.; and Wm. Duffy, 407 East Broadway, Salt Lake 
City, Utah. They also have offices of their own in Lon- 
don, England, and Montreal, Canada. 


Inspection Tour 


During the fiscal year I made a personal inspection 
of the Burns offices at Spokane, Chicago, Kansas City, 
Baltimore and Philadelphia. 

I also attended the convention of the Oklahoma 
Bankers Association in May last, and made a personal 
tour in that state with the manager of the Kansas City 
office by going over the ground where the numerous 
hold-ups had taken place, with a view of egg, per- 
sonally acquainted with the situation there. am 
pleased to report that the operations of the hold-up men 
in that state have been practically broken up owing to 
the number of arrests as the result of the co-operation 
of the various state and county officials, the vigorour 
prosecution on the part of the district attorneys, and the 
severe sentences imposed by the various judges. 


Suggestions 


A large part of our troubles are due to the careless- 
ness on the part of the banks in permitting customers 
to use funds represented in uncollected checks, and I be- 
lieve this practice should be discontinued. 

Another trouble is caused by members allowin, 
checks to be left on their counters, not alone pads o 
checks on their own institution, but also pads of checks 
of other institutions in the same locality. I would sug- 
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gest that no bank leave any checks on its counters, unless 
such checks be printed across the face in large type, 
“Counter Check,” that is, to be used for withdrawing 
funds from the particular bank wherein the check is 
used. I would also suggest that banks in trying to 
accommodate their customers who desire to withdraw 
funds from other banks, have printed a form of check on 
which the customers are required to fill in the name of 
the bank on which they desire to draw, and have same 
placed in charge of a teller, to be handed out only on 
a By following these suggestions it would not 
only save the banks a large amount of money, but also 
save this Association the cost of making investigations 
in cases which come about as a result of these practices. 
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Detailed Report 


For more detailed information relative to individual 
cases and the work accomplished, I respectfully refer 
you to the monthly JourNaAL-BULLETIN, Section Two, 
which gives a detailed account of what is being per- 
formed each month in connection with the work of the 
Protective Department. 

I wish at this time to thank the Federal, state, 
county and local authorities throughout the United 
States for their co-operation, for they have aided this 
department very materially in the investigation of cases 
during the fiscal year. 


JOE HIRSCH ON AGRICULTURAL WORK 


As a member of the Agricultural Commission of the 
American Bankers Association, Joseph Hirsch, vice- 
president of the Corpus Christi National Bank of 
Corpus Christi, Texas, told the convention what had 
been accomplished during the past year and outlined 
the future plans and purposes of the Commission. Mr. 
Hirsch dwelt on the energetic way in which the various 
state associations of bankers had taken up the work in 
their own localities, covering every section of the coun- 
try from coast to coast. He paid particular attention to 
the work of the county agent as a means of bringing 
the educative work right to the farmer’s door. 

The chief economic value of the new system of Fed- 
eral land banks, said Mr. Hirsch, lies in the extended 
period of payment afforded the borrower. This he con- 
sidered of far greater importance than a slight lessen- 
ing of the interest rate—if the Act lessens the rate at 
all. The great rural problem of this country, he said, 
as it has been of all countries, is to make it a nation of 
land owners. 

The speaker gave some astonishing figures as to the 
results of demonstration work carried on in the south. 
He said: 

“In 1914 the principal experiments conducted with 
the great staple crops of cotton and corn show that on 
9,392 farms, with a total of 129,475 acres, southern 
demonstration farmers averaged 1,044.77 pounds of seed 
cotton per acre, against 623.7 pounds—the general aver- 
age; while 13,565 demonstrations conducted on 110,408 
acres planted to corn show an average of 34.83 bushels 
per acre, against an average yield of 20.7 bushels pro- 
duced in the southern states. In 1915 over 20,000 
southern farmers, employing demonstration methods, 
on 218,000 acres produced an average yield of 1,180 
pounds of seed cotton per acre, and 56,000 farmers em- 
ploying demonstration methods on 480,000 acres pro- 
duced an average yield of 37.7 bushels of seed corn per 
acre. Figuring lint cotton at ten cents the pound and 
corn at seventy-five cents the bushel, the cotton demon- 
strations show an increased value of approximately 


$4,000,000, and the corn experiments an increased value 


“of $7,000,000, over the average productions of cotton 


and corn on equal acreages. Demonstrations in oats, 
wheat, rye, barley, and other staple crops, show equally 
amazing results. 

“In 1915 over 50,000 pure bred and grade animals 
were brought into the southern states due to demonstra- 
tion agents’ influence. Over 1,700 farm clubs have been 
organized, with a total membership of nearly 50,000. 
The agents made over 600,000 visits to farms, traveling 
over 3,000,000 miles. Over 32,000 meetings were held, 
with a total attendance of 1,200,000 farmers, while over 
1,000,000 government bulletins have been distributed by 
county agents. .Over 13,000 visits were made to southern 
schools by agents, and there are now enrolled in the 
southern boys’ cotton, corn, pig and other clubs over 
53,000 boys, while there are over 37,000 girls enjoying 
the benefits of the home demonstration work. The in- 
creased yield of our great staple crops is a matter of 
vital importance to this nation. Our population has in- 
creased nearly 25,000,000 in the last fifteen years, while 
production of our great staples has been almost station- 
ary, and there has been an alarming decrease in livestock 
production. France, Germany and Denmark produce 
twice as much wheat, rye and oats per acre and far excel 
us in the yields of other staple crops, and, in every 
phase of production, we make a lamentable comparison 
with the great nations of Europe. 

“The extension of the field demonstration work will 
add millions of dollars to the wealth of this country, 
and leading governmental and state agricultural au- 
thorities testiiy that the co-operation of bankers has 
been a potent factor in the development of the move- 
ment. The United States Department of Agriculture 
and the Agricultural Colleges furnish the scientific 
direction—the banker’s local influence helps to establish 
the work. Local legislation is necessary for the appro- 
priation of county funds—the banker’s influence secures 
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The Reserve Problem and the Future of 
the Federal Reserve System 


By PAUL M. 


It has been suggested that I address you upon the 
subject of “the future of the Federal Reserve System.” 
To venture to predict the future is always a risky un- 
dertaking and I, for one, dislike to attempt the role of 
prophet. But if our new banking system is to attain 
its fullest measure of success, we must have in our 
minds a very definite ideal, a clear conception of the 
goal towards which we are striving, so that each con- 
secutive step may be a consistent move in that direc- 
tion. I deem it, therefore, a privilege to be afforded 
this opportunity of addressing the leading association 
of American bankers upon a topic in which its members 
are so keenly and vitally interested, and whith—if we 
are to achieve the most fruitful results—should be solved 
by their own efforts rather than by legislative initiative. 

The well known British writer, Mr. Hartley Withers, 
in his new book, “International Finance,” makes the 
following statement : 


“London’s credit machinery has grown up in 
almost complete freedom from legislation, and it has 
consequently been able to grow without let or 
hindrance along the lines that expediency and con- 
venience have shown to be most practical and use- 
ful.” 


When I read this paragraph there came to me again 
the feeling of regret that American banking had not 
developed in a similar manner; that—owing to reasons 
which it is unnecessary to review here—our banking 
methods had proceeded along lines that had proved disas- 
trous, and that multiplicity of banks, diversity of inter- 
ests and divergence of views precluded any possibility of 
voluntary agreement concerning the adoption of uni- 
form, scientific and adequate modern banking methods. 
That failure rendered necessary banking under govern- 
ment regulation and, to a certain extent, in the Federal 
Reserve Act, even under compulsion. By many this 
method has been viewed with regret, but unfortunately 
there appeared no other possibility of success. 

I believe it is safe to say that, in general, those laws 
have proved the best which put into legal form existing 
usages already recognized by actual experience as sound 
both in principle and practice. With us, it was im- 
possible to use existing banking habits as the basis 
for our legislation. It was necessary to take those 
banking practices that had proved their worth in other 
countries and to adopt them as our model, with such 
adaptations as our own conditions rendered necessary. 

It is a most difficult task, however, to remodel funda- 
mentally the structure of a fully developed organization 
and to do it while the machinery is kept going at top 
speed. It is evident that it cannot. be accomplished with- 
out some temporary inconvenience and that it must be 
done step by step. The tracks in the new depot of 
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the New York Central Railroad in New York had to be 
moved many hundreds of times in order to keep the 
trains running while the larger basis of operation was 
being perfected. 

I am profoundly convinced that the Federal Reserve 
Act will prove one of the most constructive contribu- 
tions ever made by Congress, and that the further the 
system develops, the more apparent will this become. 


Present Federal Reserve Act Not a Finality, But 
a Beginning 

But, in expressing my unbounded confidence in the 
future of the system, I am fully conscious of the fact 
that, in its present form, it is not q finality, but a be- 
ginning. The tracks will have to be shifted many a 
time and, as the fields opened by the new organization 
are developed, substantial changes in machinery will 
have to be made in order to cope with new demands. 

Indeed, the Federal Reserve Act would prove a 
failure if these changes in the system did not become 
necessary from time to time. In this process of develop- 
ing the new machinery to its fullest degree of usefulness 
the bankers of the United States will have to play the 
most prominent part, and it is for this reason that I am 
particularly anxious that we all should reach a clear 
understanding about the future course of American 
banking, its hopes and its fears. Only if we take this 
more comprehensive view shall we be able to plan wisely 
—not for the morrow, not for single interests, but 
for the larger future and the benefit of all. 


Co-operation of the American Bankers Association 

I have no doubt that your Association is in har- 
mony with these views and that, in co-operating along 
these lines, it will prove a most important and helpful 
factor in the simultaneous evolution of good banking 
practice and good banking legislation. The natural de- 
velopment will be that Congress will call upon the Fed- 
eral Reserve Board more and more to act as an expert 
body in questions of banking—though, unfortunately, 
this does not mean that our advice will always be heeded. 
Our conferences with your committees will assist us in 
the future, as they have in the past, to do our duties 
fairly in administering the Federal reserve system and 
in planning for its future growth. 


The Real Meaning of “ Reserve” 

Let us try to review as briefly as possible the main 
features adopted from European banking, and to estab- 
lish where we stopped half-way and what still remains 
to be done. Time will not permit me to cover each of the 
various phases involved, but it may be: possible to deal 
fairly comprehensively with the topic of reserves, which, 
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after all, is to many the most puzzling and to all the 
most vital question involved in the problem. 

In 1910 I published a tentative plan entitled “A 
United Reserve Bank of the United States.” Later on, 
Senator Aldrich called the system that he proposed, 
“A National Reserve Association”; and finally the 
Owen-Glass committees devised the “Federal Reserve 
System,” which was enacted into law. The word “re- 
serve” has been embodied in all these varying names, 
and this is significant because the adoption of the 
principle of co-operative reserves is the characteristic 
feature of each of these plans. 

“Monetary and banking reform” made its greatest 
step forward when public opinion recognized that it 
was not essentially a question of note issues but one 
of reserves. But, though this reserve problem has 
thus been before us for many years, it is a strange fact 
that there still exists a singular confusion in the minds 
of bankers, writers and students as to what the word 
“reserve” actually means in this connection. 

There are all kinds of reserves. There are military 
and naval reserves. We speak of reserves in dealing 
with water supply, with food, raw materials, rolling 
stock, electric power, and what not. In each case its 
meaning depends upon the requirements of the organiza- 
tion maintaining the reserve. Reserve is, as the name 
implies, what one holds back. It generally means an 
extra supply of something kept idle for the purpose of 
being immediately available to take care of an increased 
demand in excess of normal requirements. Now, if we 
wish to get a clear conception of the meaning of re- 
serves in connection with the Federal reserve system, 
we must understand that it is necessary to recognize 
central banks as entirely different organizations from 
the commercial banks and trust companies and, conse- 
quently, that their respective reserves differ as much 
as those of an ice factory and a summer hotel—the one 
a producer and the other a consumer of ice. 

Reserves of central banks and reserves of the gen- 
eral stock banks are two entirely different things. 

For the sake of greater simplicity I shall in this 
address call the national banks, state banks and trust 
companies, the “stock banks” and their reserves “bank- 
ing reserves,” and I shall term the reserves of the central 
banks “gold reserves,” leaving it open at this point 
whether or not these latter reserves should include sil- 
ver and greenbacks. 

The Federal reserve system is a co-ordination of 
twelve central banks and the same principle as to re- 
serves, therefore, applies as if we were dealing with 
one central bank. I shall, therefore, in this address, 
class the Federal reserve system with the central banks. 


Functions of Stock Banks in Central Bank Countries 
Let us consider first the functions of the stock 
banks in central bank countries. ' 
Deposit banking is the art of wisely employing the 
depositors’ stored-up purchasing power. It is based on 
the principle that there is a sufficient variety of condi- 
tions amongst the depositors and borrowers of a bank 
so as normally to preclude the probability of the depos- 
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itors withdrawing and using their own money faster 
than it can be collected from the borrowers to whom 
the depositors’ purchasing power temporarily has been 
transferred. The bank’s own capital and the uninvested 
part of its deposits form the insurance, or reserve, fund 
to act as an equalizer in balancing these scales. It is 
essentially a question of exchanging credits and, where 
there is a central banking machinery enabling the stock 
banks to liquidate a sufficient amount of their assets to 
make good any deficits that may occur, the whole system 
is safe and complete. The central banking organization 
provides the member banks either with balances to be 
used in the clearing, or, if currency should be required, 
with notes which will be accepted by their depositors in 
settlement of the stock bank’s obligations. 

In countries where these notes of the central banks 
are generally accepted in settlement of debts by busi- 
ness men and banks, the “banking reserves” of the stock 
banks may safely consist of the central bank currency 
or of a balance kept with the central bank convertible 
into such currency. These form the first line of banking 
reserves. The second line consists of those assets which, 
with certainty and promptness, may be converted into 
credit balances with the central bank. It is simply a 
question of having a reserve of such credit currency, 
or of power to produce such credit balances, as will pro- 
vide an acceptable means of satisfying depositors. 

Balances with the central bank, and its notes, entitle 
the stock banks, like any other holder, to payment in 
legal tender; and if legal tender is demanded by cred- 
itors of the stock banks, the latter must rely upon the 
central bank to furnish it. 
deposit and note obligations sufficiently protected by a 
proper proportion of metallic cover rests with the 
central bank, and its reserves, therefore, must consist 
exclusively of the metal in which its obligations are 
payable. 

In central bank countries there does not exist any 
law that requires stock banks to keep in actual specie 
in their own vaults a certain proportion of their de- 
posits. All the central bank usually requires is that the 
stock banks and other firms maintain with it free 
balances commensurate with the scope of their transac- 
tions. As a matter of fact, if we study the statements 
of European stock banks we find one single cash item 
which includes the combined holding of gold, silver, bank 
notes and the balance with the central bank. 

I still remember that when I had my initiation into 
banking in Europe, twenty-eight years ago, we never 
bothered much about our cash in vault. We never had 
more than we needed as till money. If we accumulated 
too much, we sent it to the central bank to be credited 
to our account. If we ran short, we sent over to the 
central bank and got what currency we required. The 
cash item was of very little interest to us, but we 
watched continually the balance with the central bank 
and if our balance approached the prescribed minimum, 
we would strengthen it. by sending over for discount 
some short paper maturing within five, ten, or fifteen 
days—or if demands were extraordinarily heavy and 
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unexpected, we might have to send over paper of longer 
maturity. Or, at times, when the discount rate of the 
central bank was higher than the ruling rate of the 
stock banks, the latter would take our short paper— 
just as we would make short loans to them when we 
had surplus funds to lend. If conditions became such 
that the stock banks were crowded so that the central 
bank would notice that the maturities it was discounting 
were gradually becoming longer, the central bank would 
have to consider whether or not it was time for it to 
raise its rate. If the increased demand was due to 
seasonal requirements, the central bank would maintain 
its rate and go deeper into its reserves. If the central 
bank suspected that over-expansion or speculation, or 
gold exports of alarming proportions, were at the bot- 
tom of tle increased inroads into its reserves, it would 
counter with an increase in its rate. 


Difference Between Old and New Systems in the United 
States 


In the United States our old state banking systems 
did not provide for any central organization to protect 
the banks’ gold obligations, nor did they furnish the 
machinery by which, in case of need, banks could con- 
vert their commercial assets into cash or credit balances. 
The National Bank Act, therefore, required every 
national bank to maintain against its deposits a certain 
percentage of actual lawful money reserve, which it was 
considered should constitute its contribution to the gen- 
eral gold protection of the nation; in addition, credit 
bank balances in reserve and central reserve cities were 
to provide a certain liquidity in case of emergencies. 
The vicious shortcomings of this old method are well 
known to everybody here, and need not be elaborated. 

The Federal Reserve Act brought about a most 
radical change.” It created a system of twelve central 
banks which, co-operating with one another, were from 
then on to exercise two important functions in rela- 
tion to their member banks; first, to provide a sufficient 
gold cover for the country’s gold obligations; and, sec- 
ond, to provide the machinery for turning, whenever 
desired, the member banks’ commercial assets into avail- 
able credit balances or cash. 

The first function relieved the member banks of the 
necessity of keeping in their vaults large amounts of 
gold for the general protection of the country; the sec- 
ond rendered unnecessary the so-called reserve balances 
with correspondents in reserve and central reserve cities. 
The safe and effectual transfer of these burdens to the 
Federal reserve banks must be predicated, however, upon 
a suflicient mobilization and concentration of gold in 
the hands of the Federal reserve banks, and, further- 
more, upon the existence of a large volume of standard- 
ized commercial and banking paper, easily rediscountable 
without red tape with the Federal reserve banks. This is 
where the Federal Reserve Act stopped half-way. It did 
not say to the member banks, “Maintain with the Federal 
reserve bank a minimum balance sufficient for the gen- 
eral safety of the country and whatever cash you keep 
in excess of that in your own vaults—be that gold or 
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silver or Federal reserve notes—is your own concern. 
But bear in mind that the larger the gold fund produced 
by the combined contributions from your own vaults, 
the stronger will be the protection to you and the 
entire country.” The law continued, instead, the anom- 
aly of requiring member banks to lock up in their vaults 
hundreds of millions of dollars, thus preventing them 
by legal enactment from giving additional strength to 
their own protective system, even if they should want 
to do so. It further created the anomalous situation 
that, while a balance with a Federal reserve bank could 
be considered as reserve, the Federal reserve note could 
not be so counted, despite the fact that it is a prior 
lien against the assets of the bank and is the obligation 
of the United States, while the balance is not. 

This inconsistency—to a certain extent at least— 
has been cured; Congress having passed, upon the recom- 
mendation of the Board, a most important amendment 
authorizing the Board to permit member banks to keep 
any portion of their required vault reserve as balances 
with their Federal reserve banks. In passing this amend- 
ment Congress has opened the path for great strides in 
advance, and it remains to be seen now how far the 
bankers of the United States will be able to seize this 
opportunity of doubling the strength of their Federal 
reserve banks. 

There has been a great deal of grumbling, particu- 
larly on the part of the country banks, to the effect that 
their reserve requirements are too heavy, and they have 
sometimes suggested that they be permitted to continue 
to count as reserve certain balances kept with their 
correspondent banks. If member banks’ reserve require- 
ments should be found unnecessarily heavy, let us reduce 
them outright; but do not let us continue the confusion 
of counting as reserve what—by plain reasoning—should 
not be called or treated as a reserve. Let us, in our 
plans for the future, try to look at the problem as a 
simple question of keeping a sufficient balance with the 
Federal reserve bank, and when that is maintained leave 
it to the member bank to keep liquid and strong in its 
own way. Do not let us apply the term reserve to a 
balance with another member bank, which may be in- 
vested in securities or loaned on the stock exchange; 
nor let us count as reserve checks in process of collection, 
and yet, at the same time, treat Federal reserve notes as 
an asset that cannot be counted as a banking reserve. 


Can We Meet Post-Bellum Demands? 


In dealing with the problem of adequate reserves, 
we must first and always consider the question of 
whether or not our Federal reserve banks are sufficiently 
strong fur the protection of the country or whether they 
are stronger than necessary. Whenever the latter ques- 
tion can be answered in the affirmative, then only will 
we be justified in considering the advisability of reducing 
the member banks’ reserve requirements. 

What is the Federal reserve system’s lending power 
today? If we set aside a gold reserve of only forty per 
cent.—which may do in times of stress, but is not a 
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proper and sufficient basis in normal times—we find that 
we have a free gold reserve of about $206,000,000,* or if 
we include the gold now held in cold storage by the Fed- 
eral reserve agents, about $380,000,000. This means that 
by additional rediscount operations, or purchases in the 
open market, for home requirements or for export, we 
are able to stand a loss of gold of from two to three 
hundred million dollars. Two hundred million dollars 
is a very large amount, but when we realize that the 
nation’s gold holding in one year has increased by about 
$500,000,000, it is well for us to consider whether or not 
we shall be able to hold this gold at the end of the war. 
It is impossible to predict what will then be our economic 
and financial situation. Perhaps we may find ourselves 
in an overexpanded or generally unsatisfactory condi- 
tion, and we may have to face a readjustment in which 
all our banking strength may be required. On the other 
hand, things may go well with us, but in the rest of the 
world there may be a great deal of financial distress. 
In that case (and it may be the more likely of the two) 
we shall have almost boundless opportunities, but serious 
obligations as well. Foreign loans in the old and the 
new world may draw away our capital at interest rates 
far in excess of our own. Our exporters will have to meet 
the keen competition of other nations, and even though 
at first there will probably be a strong demand for cer- 
tain of our raw materials, the purchasing power of many 
a country will be found materially reduced. These are 
conditions which, in the long run, may be the cause of 
heavy gold exports from the United States and which, 
if we remain unprepared, may seriously check our 
progress. If, on the other hand, we forearm, we may 
grasp the opportunity of taking our place as the strong- 
est of the world’s bankers and furnish our industries 
with the basis for a solid expansion. 


Amount of Free Gold Mobilized Ridiculously Small 


Does it not appear ridiculous that a country owning 
over two billions and a half of gold should not be able 


‘ to mobilize a larger free gold reserve than two or three 


hundred millions of dollars, particularly when it is ap- 
parent that its future financial and economic growth will 
depend upon the extent of the “preparedness” that it 
can provide in this respect? _ 

During the critical period following the outbreak of 
the war in 1914 there were issued $386,000,000 of cur- 
rency under the so-called Aldrich-Vreeland Act. Has it 
occurred to you that if a similar amount were needed 


*Present lending power of the Federal reserve banks 
(September 1, 1916) : 
Net deposits (Govt. and bank de- 


per cent. Chereok. $175,003,000 
Note Hability 20,890,000 
Total required reserve against deposit and pote 
Total cash reserve............+. $365,376,000 
Cash equivalent on F. R. notes 
$389, 460,000 
Additional lending power of F. R. banks if 
loans are taken in lawful money........... $206,101,000 
Additional lending power if loans are taken in 
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under the Federal Reserve Act it would absorb a gold 
reserve, on a forty per cent. basis, of $154,000,000? But 
financial history has shown that each crisis develops 
larger demands than its predecessor, and with our con- 
stantly growing pyramid of deposits and loans, and with 
the gigantic scale upon which financial transactions are 
now conducted, it is our duty to be prepared for ever 
larger demands. The fact that we are strongly fore- 
armed, far beyond a limit expected to be actually reached, 
will be the only means of restraining these demands to 
safe and reasonable bounds. We ought to be able, there- 
fore, to lose $300,000,000 to $500,000,000 and still have 
$200,000,000 or $300,000,000 of free gold to serve as a 
basis for emergency operations. 

I cannot urge you too strongly, therefore, to co- 
operate to the utmost of your abilities in keeping your 
balances with the Federal reserve banks high and your 
vault money down to the minimum that your own till 
requirements will safely and conveniently permit. It 
is obvious that in strengthening the Federal reserve 
banks you are strengthening yourselves. 

If a country bank with $25,000 in capital and 
$150,000 in deposits keeps in its vaults $5,000 or $10,000 
of gold, does it expect that, in case of a national emer- 
gency, it could protect itself with that amount of legal 
tender in the event the Federal reserve banks stopped 
paying in gold or stopped rediscounting? If a country 
bank’s depositors want cash they will be perfectly satis- 
fied to take Federal reserve notes. But the power to 
furnish these notes, or credit, is limited by the amount 
of gold held by the Federal reserve banks. While the 
$5,000 gold in vault of the member bank will not, there- 
fore, protect it, the specie and legal tender notes held by 
all of them collectively (about $770,000,000) can be 
made to form the strongest possible bulwark of pro- 
tection for all if deposited in the Federal reserve banks. 

But you may ask me how is it that in Europe cen- 
tral banks control these vast amounts of gold while the 
deposit balances maintained by the stock banks are com- 
paratively small, and why then should it be necessary 
for the American member banks to keep such large de- 
posit balances? This is again because we have stopped 
half-way. The Bank of England issues notes only against 
gold. The other leading central banks of Europe issue 
notes against gold (in certain countries gold and silver) 
and commercial paper. There may be one hundred per 
cent. of gold, but there may not be less than a prescribed 
minimum gold reserve. But they do not provide that 
notes may not be issued against gold without a certain 
reserve of commercial paper. That theory—which makes 
all Europe laugh at us—is, however, the one underlying 
the Federal Reserve Act. The Board urged Congress to 
remedy the law in this respect. The Senate responded 
favorably by passing a bill on these lines, but, unfor- 
tunately, it was lost in conference. 


Europe’s Successful Experience Not to be Arbitrarily 
Condemned by Us 
It is hard to comprehend why, if this principle has 
been universally and successfully adopted by the leading 
central banks and has been the root of their surprising 
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strength during the last two years of terrific strain, it 
should be arbitrarily condemned or disregarded by us. 
Let us examine the statements of some of these. central 
banks as they appeared before the war: , 
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Exchange of Federal Reserve Notes for Gold Certificates 

If we added $500,000,000 to the Federal reserve 
bank’s gold holdings by withdrawing gold certificates 
from circulation and issued against this gold $500,000,000 


METALLIC RESERVES OF THE PRINCIPAL CENTRAL BANKS OF EUROPE* AT THE END OF THE 
CALENDAR YEAR 1913 AND THE PERCENTAGE OF THEIR DEMAND LIABILITIES WHICH 
WERE REPRESENTED BY NOTES IN CIRCULATION AND DEPOSITS 


METALLIC RESERVES 


DEMAND LIABILITIES * 


Notes in 
* circulation Public Deposits Private Deposits Total Deposits 
of Mill. Per Mill. Per Mill. Per Mill. Per 
Dollars doll. cent. doll. cent. doll. cent. doll. cent. 
Bank of France... 0.0 cevesccs 800 1,165 85 63 5 142 10 205 15 
Russian State Bank............ 818 857 57 490 33 142 10 632 43 
Austro-Hungarian Bank......... 305 506 93 38 7 
233 417 75 40 7 98 18 138 . 25 
Bank of Netherlands........... 64 134 99 ua oe 2 1 2 1 
National Bank of Belgium...... 59 203 91 3 1 17 8 20 9 
Swiss National Bank........... 37 61 84 11 16 
Federal Reserve Banks, Sept.1,1916 365 14 3 51 9 485 88 536 97 


It is evident from these statistics that the United 
States are following a course diametrically opposed to 
that of all other central banks. While our central gold 
reserve, disregzrding capital, is made up ninety-seven 
per cent. from deposits and three per cent. from note 
issue, the statement of the Bank of the Netherlands 
shows that it obtains ninety-nine per cent. of its metal 
from circulation and one per cent. from deposits. This 
is the most extreme case, but the table speaks for itself 
in showing that, with the exception of Russia, where 
public deposits (for reasons which it would lead too far 
to explain here) are extraordinarily large, the important 
European central banks secure their gold reserve from 
circulation to an extent varying between seventy-five 
and ninety-nine per cent. 

It may be worth our ‘while to analyze further what 
would be the effect of permitting Federal reserve banks 
to issue notes in exchange for gold in the manner recom- 
mended to Congress by-the Federal Reserve Board. 


*I have not included the Bank of England, because its 
organization does not provide for so-called elastic note issue, 
and because during the recent critical period it proved anew 
its oe in this respect as compared with modern cen- 
tral banks like the Banque de France and the Reichsbank. 
Owing to the rigidity of the structure of the Bank of Eng- 
land, that country could not promptly meet the first pressure 
following the beginning of the war. There was an inelastic 
and insufficient note-issuing power and the consequence was 
that a situation developed in which the government credit 
had to be thrown into the scales much further than with any 
other nation. The British Government had to guarantee ac- 
ceptances, discounts and stock exchange loans to an almost 
unlimited degree; it had to issue, in August, 1914, £37,- 
603,000 of small notes to provide the needed currency. I 
believe it is safe to say that the moratorium and the great 
inconveniences and losses inflicted upon England’s debtor 
nations might have been avoided if the organization of the 
Bank of oe had been more modern and possessed of 
greater elasticity. England’s unparalleled power as _ the 
world’s creditor nation, which was brought into play with 
marvelous boldness and ingenuity, saved the day for Great 
Britain and overcame the Bank of England’s organic weak- 
ness, which with any other nation, might have proved fatal. 


of Federal reserve notes, the exchange in itself would 
not alter the volume of the country’s total circulation. 
But our power of protection would be increased. If 
after such exchange member banks rediscounted with 
Federal reserve banks $300,000,000 of paper and shipped 
$300,000,000 of gold to Europe out of the credit balances 
thus secured, the Federal reserve banks’ balance sheet 
would show against these transactions: 


Notes outstanding 
Gold, $200,000,000 $500,000,000 
300,000,000 Rediscount against 
gold shipped. 
$500,000,000 $500,000,000 


So that the mere exchange would have enabled us to bear 
a loss of $300,000,000 of gold which otherwise might have 
affected seriously our financial situation. This argument 
is based upon the theory that possibly $700,000,000 to 
$750,000,000 of gold certificates and gold, in addition to 
other kinds of currency, are at present carried in the 
pockets of the people and in business tills where Federal 
reserve notes would serve equally well. The obligation 
of the United States, secured by all the assets of the 
Federal reserve banks and a large cover of gold, would 
remain a trusted medium of exchange unless indeed the 
credit of the United States went to pieces. Experience 
has shown that a large and constant volume of notes 
remains outstanding at all times and that, during a 
crisis, the amount rather increases than decreases. It 
is certain, therefore, that a very large sum of gold could 
be permanently withdrawn from circulation and that, as 
in Europe, the bank notes circulation would take its 
place. Against this well recognized practice the hue and 
ery of inflation has been raised. It is hard to see why 
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a process that spells “elasticity” in France, Germany, 
Holland, Belgium, Austria, Italy, Sweden, Norway, Rus- 
sia Switzerland, and other countries, should spell “in- 
flation” with us. Elasticity without restraint may lead 
to inflation. But elasticity well regulated by rigid 
supervision and definite requirements of gold cover, elas- 
ticity subject to widest publicity and constant ruthless 
scrutiny may be trusted not to go very far astray. 

As I said the other day, if you need police protec- 
tion you must not deny the policeman the right to carry 
a modern revolver for fear that he might shoot the wrong 
man. If the Federal reserve banks and the Board wanted 
to run amuck their present powers are sufficiently large 
to enable them to do harm. Their ability to do mischief 
would hardly be increased by the added power, but their 
ability to protect would grow immeasurably. 


Opportunity of Conserving $600,000,000 Gold 
Imports Lost 

Since the Federal reserve banks opened there has 
come into the United States from abroad over $600,- 
000,000 gold. This stream of gold should have benefited 
the Federal reserve banks. They should have impounded 
the gold and issued their Federal reserve notes against 
it. As it is, they have lost this unique opportunity of 
gaining additional strength; they have had to stand 
by idly and let the gold flow into the member banks 
or go into circulation. Let us throw the searchlight on 
this bogey that procuring additional gold by note issue is 
dangerous, while to obtain it by additional member bank 
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deposits is safe. This will best be accomplished by 
taking our present combined statement and adding 
$500,000,000 gold obtained by additional deposits, or, 
as an alternative, adding $500,000,000 obtained by issu- 
ing notes in exchange for a like amount of gold, and 
then comparing the results. 


“Inflation’’ Arguments Answered 


It follows from this illustration that the increase 
in power “to inflate” is smaller if the added power is 
obtained by note issue than by deposits. Unwillingness 
to grant an increase of power cannot be accepted, there- 
fore, as the motive of a Congress which encouraged in- 
crease of power by authorizing larger member bank 
balances. There must be, therefore, another reason. Our 
critics say: “The theory of the Federal Reserve Act was 
to issue Federal reserve notes which were to be redeemed 
at once when the underlying commercial transaction 
has been completed, and that, by making Federal reserve 
notes reserve money, or by issuing them in exchange for 
gold, the note would not be presented promptly for 
redemption.” But have these critics considered that an 
individual note is never elastic, that it is only the 
aggregate of notes outstanding, the volume of the entire 
circulation, which fluctuates and is being made elastic? 
The degree of this elasticity is controlled by the aggre- 
gate of investments made by the Federal reserve banks. 
Whenever the Federal reserve banks collect their invest- 
ments at maturity and do not reinvest, they are paid 
in their own notes, or in lawful money. The result in 


ALTERNATIVE “A” 
ASSETS LIABILITIES 
Millions Millions 
of dollars of dollars 
369 i 
1,240 note issuing power 
ALTERNATIVE “B” 
ASSETS LIABILITIES 
Millions In case law permitted issue of Federal reserve notes 
ofdollars against gold or paper, or both, as proposed by Federal 
Cash reserve, 3654-600... 865 Reserve Board. 
394 — 


1,178 note issuing power 
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both cases is the redemption of their notes. In the latter 
case the Federal reserve notes remain in circulation but 
the lawful money takes the place of the maturing paper 
as cover for the Federal reserve notes and reduces the 
volume of outstanding circulation to its level before the 
Federal reserve bank made its investment. As long as 
the Federal reserve notes remain outstanding an equiva- 
lent of lawful money is withdrawn from circulation.* 

Let us take an extreme case to make our point 
clear: If we suppose that we had issued two billion dol- 
lars of Federal reserve notes against gold and then, in 
addition, issued two hundred million dollars of Federal 
reserve notes against commercial paper, there would be 
two billion, two hundred million dollars of Federal 
reserve notes outstanding, against which there would be 
about ninety per cent. of gold cover and ten per cent. of 
paper. If the makers of the two hundred millions of 
commercial paper paid it at maturity with the two 
hundred millions of Federal reserve notes the status quo 
ante would clearly be re-established. But it would be 
just as clearly re-established if the makers of the two 
hundred millions of commercial paper paid it in gold. 
Then we should have two billion, two hundred million 
of Federal reserve notes outstanding, against which the 
bank would hold two billion, two hundred millions of 
‘gold. It would simply mean that two hundred millions 
of gold formerly in circulation, and possibly much worn 
by use, had been replaced by an equal amount of new 
and clean Federal reserve notes. In other words, the 
two hundred millions are redeemed in both cases, no 
matter whether the specific Federal reserve note is 
resting in a vault in Oshkosh or is being carried around 
in the pocket of a farmer in Texas. Whenever the Fed- 
eral reserve banks collect their paper their notes are in 
effect redeemed—no matter where or how they are being 
held. But, under the proposed amendment, instead of 
having a circulation of which, let us say, ninety per 
cent. is entirely secured by gold and ten per cent. is 
secured by commercial paper with a forty per cent. gold 
reserve, we would have all such outstanding notes secured 
by about ninety per cent. of gold and ten per cent. of 
paper; and if the method I am describing prevailed, 
the Federal reserve banks could keep their normal re- 
serves mush higher than under the present system. If 
this method were adopted, I, for one, should be in favor 
of beginning to tax Federal reserve notes at a higher 


*Some of our critics strenuously object to the compara- 
tively small accumulation of gold in the hands of the Federal 
reserve agents as brought about under present circuitous and 
very cumbersome methods of partially accomplishing the 
results sought by the proposed amendment. It appears difficult 
to make these writers see that an exchange par for par of a $10 
Federal reserve note for a $10 gold certificate is not increase of 
circulation, but a substitution of one note for the other. Aslon 
as the gold remains with the Federal reserve agent, the Federa 
reserve note is, in effect, a gold certificate; with this differ- 
ence only, that its holder has agreed in advance, in case the 
Federal reserve banks should be called upon to rediscount 
heavily, to change his gold secured Federal reserve note into 
one secured by commercial paper with a gold reserve of not 
less than forty per cent. Instead of remaining limited b 
the free gold secured from member bank balances, the Fed- 
eral reserve banks are trying to build up a further gold 
reserve from noteholders willing to trust Uncle Sam, whether 
he ves them his promise to pay in the form of a gold 
certificate, silver certificate, greenback or Federal reserve 
note. It is needless to add that, in thus strengthening them- 
selves the Federal reserve banks are acting weil within the 
powers given them by the Act. 
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point than at present—let us say whenever .the reserve 
went below sixty per cent. instead of forty per cent. 
This would probably satisfy the fearful minds which 
apprehend that the increased power might be abused, 
byt it would not prevent the country from securing the 
greater protective power to which it is entitled. 

It will be said that the gold that actually circulated 
in France and Germany at the beginning of the war 
proved a most valuable second line of emergency reserve. 
That is true and a similar reserve would undoubtedly 
remain with us, because even if the full program here 
outlined were realized, we should succeed in concentrat- 
ing a certain portion only of all our gold. But it has 
been estimated that the central banks of France and 
Germany controlled before 1914 about two to three times 
as much gold as was drawn into their vaults from cir- 
culation during the war, while we have only one-fifth of 
our gold under control and four times that much, that is, 
two billions, scattered in circulation and in the stock 
banks. Moreover, there never was before in the world 
a period of inflation such as is now in process in Europe, 
and the adjustment after the war will create the keenest 
competition for the yellow metal. 

Our critics say that, by concentrating the gold in 
the Federal reserve banks, we shall make them the target 
for gold withdrawals. But they will be that target 
anyhow. The only question is, will they be able to 
resist without being forced to take premature and un- 
necessarily drastic measures of defense? Let us sup- 
pos¢ that our member banks’ excess cash reserves have 
been wiped out, either by gold export or by expansion 
of the loan and deposit structure; let us suppose that 
our discount and investment rates are fairly low as 
compared with those prevailing in Europe; let us sup- 
pose that our shipments to foreign countries will no 
longer exceed our imports. Then, as money flows where 
it can safely earn the highest returns, our bankers will 
probably have to finance foreign countries both in 
government loans and individual transactions. Suppose, 
then, that Mr. Ivanoff, in Petrograd, draws $100,000 at 
ninety days’ sight on an American banker against a credit 
granted to him, rediscounts that paper in New York, 
and, against this balance, Russia wants gold. Where 
will it come from? The member banks have no more 
excess reserves; shall we then begin to withdraw it 
from circulation and how and against what? The New 
York member bank will rediscount $100,000 of bankers’ 
acgeptances or commercial paper with its Federal reserve 
bank and ask for gold. Ultimately, therefore, the de- 
mand for gold will be made upon the Federal reserve 
banks. We are faced with the simple question: Will 
we be strong enough to share our plenty, during the 
coming period of stress, with other’ nations and be the 
world’s banker, or will we be so weak that, when these 
demands come, we must stop them at once by raising 
our discount rates high enough: to retain our gold at 
home? Keep all the gold in your vaults, gentlemen, 
where it is useless for yourselves and deprived of the 
additional force that it may gain in the hands of the 
Federal reserve banks; keep every cash-till in hotels, 
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railroad stations, drygoods stores and what not, filled 
with gold certificates, and you will rob the country of 
its legitimate opportunity of growth, of helping itself, 
and of helping the world. Qur foreign competitors will 
proclaim that only a country willing to part freely with 
its gold may safely be accepted as a world’s banker, 
and they will point to the fact that, in past critical 
periods, our banks stopped paying in gold. It is our 
duty to give to the world an overwhelming evidence of 
our ability and determination in the future to maintain 
our gold obligations under any and all cireumstances. 


Accumulation of Gold Necessary for Ultimate Diminution 
of Bond-Secured Currency 

The vast accumulation of gold in the hands of 
the Federal reserve banks which I am urging is of great 
moment in its bearing upon the future of the national 
bank currency. The objects contemplated in this respect 
by the Federal Reserve Act are highly to be commended; 
but carrying this scheme into effect is subject to 
too many delays. More comprehensive action from the 
beginning would have brought about better results. The 
ultimate aim which we must have in mind is the conver- 
sion of a large portion of the two per cent. government 


bonds now securing circulation into new three per cent. 


bonds, a substantial portion of which will gradually be 
absorbed by the people. This would have the conse- 
quence of reducing the amount of national bank circu- 
lation, so that, at a given point, whatever two per cent. 
bonds the Federal reserve banks acquired would ulti- 
mately be carried by Federal reserve note circulation, 
and this, in turn, would be of material assistance to the 
Federal reserve banks in earning their dividends. As 
the absorption of the three per cent. bonds by the public 
proceeded, and as the growing acceptance market offered 
a wider field of investment for the Federal reserve banks, 
Federal reserve notes would take the place of Federal 
reserve bank notes, bankers’ acceptances and commercial 
paper would take the place of government bonds and 
an elastic and live currency would replace the present 
inelastic government bond secured currency. 

In order to carry out this process, however, it will 
be necessary normally to maintain against Federal re- 
serve notes at least the forty per cent. reserve required 
by law, as against the five per cent. of reserves now 
required against national bank notes. And this, again, 
is an added reason for facilitating the concentration of 
gold in the Federal reserve banks, so that they may be 
strong enough to sustain this large volume of circulation 
on the higher reserve basis. 

The larger powers which we should enjoy would not, 
therefore, be employed to inflate circulation. On the 
contrary, as a net result, it would be used for the pur- 
pose of building up a circulation covered by a far 
stronger gold reserve than that of the national hank 
notes. 

Until the volume of the latter has been materially 
reduced, and until Federal reserve notes may be ac- 
cepted as reserve money by the member banks, the lend- 
ing power of the Federal reserve banks will remain 
hampered. 
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Federal Reserve Banks Have Not Increased Volume 
of Circulation 

In spite of all that has been said by superficial 
critics about inflation caused by the issue of Federal 
reserve notes, the Federal reserve banks combined, as a 
net result, have added to the circulation of the country 
no more than $14,000,000 of Federal reserve notes.* All 
the rest has in effect been redemeed by depositing gold. 
In Federal reserve bank notes, as a net result, there 
have been placed in circulation less than $2,000,000, 
while $55,000,000 government bonds have been purchased 
from member banks and national bank circulation has 
been reduced by about $50,000,000. We certainly have 
not inflated there! 

It has been said by some critics that Federal reserve 
banks should not, under any circumstances, issue Fed- 
eral reserve bank notes. There is no doubt that the 
national bank note circulation is an objectionable feature 
in our monetary system, but the fact remains that the 
country is accustomed and adjusted to a certain volume 
of currency, and we could not eliminate about $700,- 
000,000 of it without putting something in its stead. It 
is most important that the process of filling demands for 
currency by issuing national bank notes should stop, and 
that, by a gradual reduction of the outstanding volume 
a vacuum be created for Federal reserve note circulation. 
But pending this process of gradual substitution—that 
is, the process of purchasing government bonds from 
member banks, conversion into three per cent. bonds and 
one-year notes, sale to the public of three per cent. bonds, 
and reinvestment of the proceeds in commercial or bank- 
ing paper—there will be an interregnum when Federal 
reserve bank notes must be issued temporarily until there 
is available a sufficient amount of paper to take the place 
of government bonds, a sufficient absorption of. these 
bonds by the public and a sufficient strength in gold re- 
serves. 

Let us bear in mind that Federal reserve bank circu- 
lation is not added circulation, but a partial substitu- 
tion of new notes for redeemed old national bank circu- 
lation, and that, when issued by Federal ‘reserve banks, 
it will have a certain degree of elasticity, because it will 
be issued from time to time only in harmony with the 
general policy of the #ederal reserve banks and not kept 
out perpetually for the sake of the profit involved, as . 
now done by the national banks. 


How the Present Law Dissipates Federal Reserve Banks’ 
Gold Holdings 


The Federal reserve banks have made investments 
aggregating at present about $180,000,000 and have 
outstanding a net circulation of about $16,000,000. That 
means that for $164,000,000 of investments they have 
paid gold and thereby have reduced their reserve power 
to that extent. 

If they could have paid in Federal reserve notes 
instead of gold, as they should have been permitted to do, 


*If we bear in mind that on September 1, 1916, the Fed- 
eral reserve banks had on hand a total of about $34,000,000 
Federal reserve notes, we must admit that, as a net result 
of their issue activities, the volume of the country’s circu- 
lation has not expanded but has been actually contracted to 
the extent of over 6,000,000. 
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they would have wasted only forty per cent. of this 
amount and would have retained the balance, that is, 
about 100 millions, as a potential reserve for addi- 
tional note issue. As stated before, it does not neces- 
sarily follow that Federal reserve banks would have 
made larger investments at this time; it is not at all 
likely that they would have done so. But emphasis must 
be laid upon the resulting reduction of their power to 
assist the country in an emergency. 

The argument is used that if Federal reserve notes 
had been paid out and could have been counted as reserve 
money by the stock banks, these notes would have gone 
into the vaults of the member banks as reserve money 
and caused a further expansion of loans. But we must 
not forget that the same result has followed by the Fed- 
eral reserve banks paying out gold. As far as the mem- 
ber banks are concerned, the effect is the same whether 
they receive $164,000,000 in gold or in Federal reserve 
notes which may be counted as gold. But the difference 
is, as we have stated, that under the present system the 
lending power of the Federal reserve system is being 
impaired too fast. 

Federal reserve notes “shall be obligations of the 
United States and shall be receivable by all national and 
member banks and the Federal reserve banks and for all 
taxes, customs and public dues. They shall be redeemed 
in gold at the Treasury,” etc. 

Did we not stop half-way when we provided that 
banks are thus to receive Federal reserve notes in pay- 
ment of debts among each other, and from their depos- 
itors, but cannot count them as reserve for the purpose 
of discharging their deposit liabilities? As a conse- 
quence, banks when settling with each other through 
clearing do not accept Federal reserve notes, but must 
settle with lawful reserve money—that is, substantially 
in gold. If, however, a bank settled directly with another 
bank it could pay in Federal reserve notes and the payee 
bank could then send the Federal reserve notes to its 
Federal reserve bank, create a balance and then count 
that as reserve. 

It is fortunate that the new amendment will permit 
member banks to carry any part of their required vault 
reserve as a balance with the Federal reserve bank and to 
count it as reserve. It is hoped that this will cause 
member banks promptly to adopt the habit of settling 
their balances with each other by transfer of credit 
through their Federal reserve banks, thereby releasing 
gold needlessly tied up in clearing operations and in their 
vaults and remedying, to a certain extent at least, these 
anomalous conditions. 


Must Rid the Country of Confusing Multiplicity 
of Currency 

In dealing with this question of reserves and note 
issue, it is proper and necessary that we proceed step by 
step. Splendid progress has been made in these last two 
years and we realize, of course, that the tracks must be 
shifted many a time before we can reach our final goal. 
But we must be clear about this ultimate aim and we must 
recognize the absolute necessity of taking certain consecu- 
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tive steps before monetary and banking reform will be 
complete. 

Ultimately we must rid our country of the confusing 
multiplicity of currency with which we are now afflicted, 
and the Treasury will have to stop issuing small denomi- 
nation gold certificates. The circulating currency of the 
country ought to be silver certificates in the small 
denominations, and Federal reserve notes. The best 
place for gold and gold certificates will be in the Fed- 
eral reserve banks. The national bank currency 
ought to be systematically withdrawn, and the green- 
backs ought to be gradually turned into gold certificates 
as the missing gold cover from time to time is produced 
by the excess profits to be received from the Federal re- 
serve banks or by some more rapid process that the 
future may evolve. While this process is taking its 
course I think we are fully justified in permitting the 
Federal reserve banks to count greenbacks as part of 
their metallic reserve. It is freely admitted that this 
is not absolutely good banking theory. But with the 
$153,000,000 gold behind these notes and the power given 
to the United States to provide the additional gold 
cover by a sale of government bonds, we may be war- 
ranted in temporizing and not making an over-rigid 
discrimination. 

One cannot deal with the future of our Federal re- 
serve system and our reserve problem without being 
puzzled by the question, what will be the coming stand- 
ard of differentiation between central reserve cities, re-> 
serve cities and country bank places when, after Novem- 
ber 16, 1917, balances with correspondent banks will no 
longer count as reserve. I cannot undertake to discuss 
that problem today, but I think it is timely to point to 
this phase and invite you to give it your most careful 
consideration. The time is not distant when we shall 
have to deal with this conundrum and we shall welcome 
—indeed, we shall need—your very best thoughts in the 
matter. 

‘The Federal reserve system is the beginning of an 
imposing structure to be erected upon a broad founda- 
tion. It will prove a costly edifice unless it is developed 
to its full growth along these broad lines. Member 
banks and the country at large have a very vital and 
obvious interest in this, and they may well insist that 
there be no stopping half-way or haphazard additions 
or little patchwork here and there. 

The banks and the country are now entitled to enjoy, 
and will soon require, the strongest possible system, and 
the further it progresses, the more the concentration of 
gold in the Federal reserve banks proceeds, the further 
the discount market develops and the further grows the 
habit of banks, large and small, to invest in bankers’ 
and trade acceptances, the less will it be necessary for 
them to keep unduly large sums locked up in their 
vaults and the easier will it be for Federal reserve banks 
to return a portion of their paid-in capital. The roads 
to reduced reserve and capital requirements lie in these 
directions. : 

If member banks are to rely for their protection pri- 
marily upon their ability to create balances with their 
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Federal reserve banks they must be certain that they 
have in their possession an easy means of approach, a 
reliable key that will open for them the door leading to 
the Federal reserve banks’ vaults. 


Amendments to the Law of Great Importance 

The amendments just passed by Congress are of 
great importance in this respect. Domestic acceptances 
will prove not only an efficient means of directing idle 
funds to districts where they may be profitably employed, 
thus working towards greater equalization of interest 
rates—but the increased supply of eligible banking paper 
will render much more easily accessible the credit facili- 
ties of the Federal reserve banks. 

I do not think that I should dwell here on what I 
said to the New York state banking institutions at At- 
lantic City a few months ago. Let me only state again 
that I consider it the duty and at the same time the 
best self-interest of strong state banks and trust com- 
panies to join the system and contribute their share to 
the gold reserve fund that is being accumulated for the 
protection and progress of the United States. We have 
liberalized to the utmost of our ability the conditions 
under which these institutions may enter and be members 
of the system. They may join with all their banking 
powers practically undiminished. It has been the aim 
of the Board to bring about a basis of parity between 
state banks and national banks—not by needlessly tying 
the hands of the state institutions, but rather by un- 
shackling the hands of the national banks where they 
are needlessly tied. 

The amendments recommended by the Board, most 
of which have now become law, such as power by owner- 
ship of certain bank stocks to operate in foreign coun- 
tries, to accept drafts for domestic transactions and for 
certain classes of finance drafts for the promotion of our 
foreign banking, to make loans on mortgages, etc., are 
evidences of the Board’s policy in this respect. In the 
same spirit the Board hopes that national banks will 
be granted the power to operate branches in cities 
where state laws do not prohibit state banking institu- 
tions from operating similar branches. Some banks have 
raised a cry of alarm and have severely arraigned us for 
appearing to foster a branch banking monopoly apt to 
crowd out the small bank. But where state banks and 
trust companies enjoy the right to operate branches (in 
New York City alone there are over 100 branches of 
such institutions) small banks are already subject to 
the competition of these state bank and trust company 
branches. National bank branches would, therefore, 
hardly add to the alleged discomfort of the small banks, 
while it appears unfair to deny this right to national 
banks where their competitors, the state institutions, 
freely exercise it. 


Canadian or European Branch Bank System 
Inadvisable Here 
I do not believe that we should adopt the Canadian 
or European branch banking system. It contains ele- 
ments of excessive centralization that, with the Amer- 
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ican spirit of aggressive fight for supremacy and con- 
trol, would lead to unsound and undesirable conditions. 
But, restricted to city lines—where state laws permit— 
branch banking would not justify an outburst of hyster- 


- ical fear of the octopus. It would rather give an oppor- 


tunity to the smaller and weaker banks to combine. It 
would thus enable them more effectively to meet the 
competition of their more powerful neighbors, to make 
better profits and to give better facilities to the cus- 
tomers they serve. 


Duty of State Institutions to Join Federal Reserve System 

Self-respect and public opinion will not permit the 
state institutions long to remain in the position of shirk- 
ing their duty towards the nation, and the state banks, 
at the expense of the national banks, and to the detri- 
ment of -the entire country, cannot afford to refuse to 
bear their fair share of the burden, nor can _ they 
afford to be deprived of their fair share of the ad- 
vantages. 

I do not deny that, for some state institutions, par- 
ticularly those that have private bankers on their 
boards, it may prove a hardship to lose some valuable 
directors, and that free balances with Federal reserve 
banks mean some loss of interest for most of these poten- 
tial state member banks. But if that is the price to 
be paid for a system which is to insure the banks and 
the industries of the country against the horrors of some 
of the panics of the past and which will give us the 
possibility of future growth in relative safety under a 
modern system of mutual protection—then these sac- 
rifices ought to be borne cheerfully by everybody as, in- 
deed, being none too onerous. 


Suggestions for Elimination of Harmful and Unnecessary 
Restrictions in Operations of National Banks 

While thus I do not hesitate to confess freely that 
there are certain necessary inconveniences that have to 
be borne for the general good, I hold with equal em- 
phasis that it is our duty to remove the unnecessary 
shackles that hamper and inconvenience the banks of our 
country more than those of any other nation in the 
world. My vision of the future would be very unsatis- 
factory indeed if it did not permit me to hope for the 
reversing of many an antiquated ruling, court decision, 
or law, which needs. overhauling. Indeed, I see herein 
one of the most fruitful fields for the study and activity 
of the Federal Reserve Board. 

It would lead too far at this time to do more than 
barely epitomize these thoughts. If banking in Europe 
is being carried on largely by cash advances on deposit 
account, why should it be unlawful with us_to grant 
such overdrafts to business concerns? Do you realize 
that all rulings in this respect have been based mainly 
upon a court decision rendered in 1828, involving a con- 
struction of the powers of a bank operating under a 
charter granted by Congress in 1812, about fifty years 
prior to the passage of the National Bank Act? 

Let me ask you further: Why should it be unlaw- 
ful to charge interest in excess of six per cent.? The 
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present discount rate of the Bank of England is six per 
cent. and large corporations and firms in that country 
no doubt pay more than six per cent. for their present 
credit facilities without the stigma of usury attaching 
to the British banks charging the higher rates. When 
money generally is worth three per cent., a charge of 
five per cent. may be excessive; but when money is gen- 
erally worth six per cent., a charge of seven per cent. 
should not be considered usury. I strongly believe in 
the protection of the public against extortionate rates, 
and to stabilize rates as far as practicable on a mod- 
erate basis is one of the chief aims and objects of the 
Federal Reserve Act. But we should have reasonable 
laws, laws recognizing the fluctuating value of money, 
like that of any other commodity, and recognizing that 
usury exists only where there is a question of extortion 
—where the borrower finds himself in a helpless condi- 
tion. But where strong and solvent concerns, of their 
own free will, contract for loans, there can be no ques- 
tion of usury. We should modernize our laws in this 
respect. 

Why should national banks be prevented from 
taking commissions? In Europe the commission account 
of banks is the one to which they point with the great- 
est pride. Any bank may execute orders for the invest- 
went of funds. I cannot see why the investment of 
depositors’ funds should not be a proper function of 
banks. 

We have discussed the structure of the Federal 
reserve system—the foundation and the building we ex- 
pect to see erected upon it. Now the final question— 
who shall be the master of the house? Shall it be busi- 
ness or politics or a neutral, non-business and non- 
partizan, judicial administration? I have no doubt that 
the country wants the latter, and I am delighted to say 
that’ the character of the Reserve Board and of the ad- 
ministration of the reserve banks is of that nature today. 
But if we want to be certain of the future, I believe that 
nothing should be left undone that will insure the great- 
est independence of the Board and will thus make the 
positions of members of the Board such that, in coming 
generations, these offices will be coveted by men of worth 
like seats on the Supreme Bench of the United States. 
The safety of the country and the confidence that the 
Federal reserve system will enjoy are dependent upon 
the character and the ability of the men charged with its 
administration. If a safe future is to be assured to the 
system, the Act must be perfected where it stopped 
half way in this respect. Of course there must be at all 
times intimate relations between the treasury and the 
Federal Reserve Board and co-operation in broad ques- 
tions of national policy, but there must be only one 
banking ané discount policy and not the possibility of 
two. The law should provide that the administration 
of the treasury funds within the Federal reserve system 
should be subject to some control by the Board, and 
emergency relief operations ought to be carried out 
through the Federal reserve banks and not directly 
through deposits with member banks by the treasury. 
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Adjustment of Relations Between Reserve Board and the 
Treasury Necessary 

The business and banking community should feel 
certain that the adjustment between treasury and mem- 
ber banks will take place at all times in a natural, well- 
regulated manner, in keeping with the general banking 
policy adopted by the Federal Reserve Board and the 
Federal reserve banks. If at certain periods large pay- 
ments are to be made by the member banks to the 
treasury, there should be an easy adjustment by having 
the money withdrawn operate to strengthen the Federal 
reserve system, leaving it to the Board and the Federal 
reserve banks, by rediscounting short paper, to return 
to the member banks sufficient funds to re-establish the 
equilibrium. But this “important function of balancing 
the scales ought to be the constant care of the Board, 
under a consistent plan of operation, and not the domain 
of the changing and arbitrary policies and views of each 
succeeding Secretary of the Treasury. That was the 
original plan of the Glass bill; unfortunately it was 
changed in conference. It is much to be hoped that 
a return be made very soon in the direction of the 
original project so that the danger be removed that at 
some future time Federal reserve banks or member 
banks may ask and secure treasury deposits without 
consultation with, and even in opposition to, the wishes 
and policy of the Federal Reserve Board. 

In a similar way, the Board’s authority and effi- 
ciency ought to be strengthened by providing that exam- 
inations and rulings by the Comptroller’s office, and 
the compilation of banking statistics should be carried 
on under the auspices of the Board. However the pres- 
ent members may have been able, by personal effort, to 
mett the organic defects of the law—the fact remains 
that, as it stands today, it places the Board half-way 
between independence and dependence. It cannot remain 
long in that position. Evolution will carry it either in 
one direction or the other. The country will have to 
decide which development it desires and express itself 
in no uncertain voice. 

I need hardly say that, whatever views I have ex- 
pressed in this address, I have given you as my own 
personal convictions without attempting in any way to 
speak for my colleagues. I want to emphasize, further- 
more, that whatever I have just said concerning rela- 
tions between the Treasury Department, the Comp- 
troller’s office and the Board must be considered as a 
strictly impersonal statement, having no relation what- 
ever to present incumbents, who are bound by the law as 
it stands, and applying solely ta principles which have 
an important bearing upon the future. 


Central Bank Unwise, But Fewer Districts Would 
Strengthen the System 


And now, in closing, let me say again that I am an 
unqualified believer in and enthusiastic supporter of the 
Federal reserve system. Its fundamental principles are 
sound; its benefits to the country have been immense and 
will become more apparent with each succeeding year. 
Though from the point of view of banking technique, one 
single central bank would have been easier to administer 
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and, in some respects, might have been more economical 
and efficient, I am convinced that the undisturbed devel- 
opment of our financial system is better assured and that 
danger of business or political control are more certain 
to be avoided by a system of co-ordinated central banks. 
That the system might possibly be simplified and made 
stronger and more efficient by merging some of the dis- 
tricts, is an opinion held by many, a view which I enter- 
tained before the organization of the districts, and to 
which I am still wedded. 

The Federal reserve system is an ingenious combina- 
tion of centralization and decentralization. But decen- 
tralization carried too far defeats its own ends. If you 
try to create 100 independent centers each will be too 
weak to act as a point of crystallization, and, as a result, 
they will all depend upon the one that is the strongest 
amongst them. If it is the object of the system to coun- 
teract the preponderance of one district, the other dis- 
tricts must be strong enough to become independent 
centers of importance, containing a sufficient degree of 
diversity of interests, and sufficiently Imposing to: com- 
mand undoubted prestige and confidence. By merging 
a few districts into twin districts, greater strength, 
greater efficiency and cheaper operation might be secured, 
without changing or weakening the intimate touch now 
secured by the respective local organization. 

But actual experience will guide us ultimately in 
adjusting this problem. The principle, as I have said, 
is sound, and it is the duty of every one of us to devote 
all our energy and our best thoughts towards bringing 
it to its fullest fruition. Let us be frank in our criticism, 
but at the same time fair. We are never more sever than 
when we criticize our own children—that is because we 
love them best and entertain for them the highest ambi- 
tions. That is why I have been frank today—because I 
do care for this system, because I do care for this country 
and want it to sueceed and take its proper place as a 
financial and industrial power amongst nations. That 
is why I think that the bankers of the country whose 
own success or failure is so closely linked to the future 
development of the Federal reserve sysfem should now 
set their minds upon its problems in the same spirit, as 
friends of the system, as fathers—if you please—who 
want to see their child grow and develop, even if it 
entails some sacrifices upon the parents. 


Plea for Co-operation by Bankers in Bringing About 
Greater Unselfishness and Broader Vision 

The greatest obstacle in the way of the Federal 
reserve system’s freest and most beneficial development 
is, on the one hand, selfishness on the part of some of our 
members, whose vision does not reach beyond their own 
limited sphere, and who are unable to grasp the larger 
question of the safety and future of the country. On the 
other hand, it is suspicion, prejudice and half knowledge. 
These obstacles will be overcome by public opinion based 
upon better education. In this work of national scope 
and importance your Association can render the greatest 
service. It can lead within its membership in develop- 
ing sound banking practices and good banking ethics; 
and, as towards the public, it can lead in the work of 
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teaching the gospel of modern and clean banking and 
help in enacting sound practices into sound law. 

At the time of the opening of the Federal reserve 
banks, Sir George Paish said to me, “The future of your 
system will depend upon your ability to get under the 
control of the Federal reserve banks the scattered gold 
of your country.” Two years have passed since. We 
have made great headway in many respects, but the 
organized control of our gold is still in its incipient 
stage. One reason for this disappointing condition is 
that the state institutions have not done their duty 
towards the system; the other is that there has not been 
enough clear thinking and too much immature criticism. 
Congress will not give us the necessary relief until there 
is greater accord in the minds of the banks and our 
financial writers. 

Has it occurred to some of our crifics that, before 
assailing us, it should be their duty to stop to consider 
that there is a difference between reserves of central 
banks and member bank reserves, and that a greenback 
and a Federal reserve note are as different as day and 
night—the one issued as a perpetual currency to pay 
200 millions of the government’s debts and the other 
issuable only against the purchase of self-liquidating 
paper, expanding and contracting according to the 
amounts so invested, and secured by a generous minimum 
reserve of gold? Let them bear in mind that it was that 
kind of superficial but persistent criticism that stood in 
the way of banking reform in years gone by; that made 
us endure the painful experience of 1907 before submit- 
ting to the remedy of more modern methods and that 
delayed final action until, half prepared, we had to meet 
the storm of 1914, subject to disturbances and sufferings 
which we might have avoided, and losing opportunities 
which should have been ours. 

Some of these critics, sitting in their little chairs 
at their little desks, within their four little walls, with 
very little knowledge and very big words, stake their own 
local views against the world’s acknowledged experience. 
They disregard the fact that buildings have grown so 
high and reached such dimensions that fire engines and 
water mains—the weapons of protection—must be of the 
most powerful and most modern type. Some of them 
appear to think “that the engine that was used when 
father’s house burnt down to the ground is good enough 
for everybody and that the big new houses won’t burn 
anyhow”; others have a fire engine of their own inven- 
tion, never tried, but better than all the rest; others 
are sore because they, themselves, are no longer the fire 
chiefs; and some object because they do not wish to pay 
their share for adequate protection. 

But, gentlemen, let those of us who believe in fore- 
sight, experience and co-operation stand together, and let 
us secure the very best possible protection, without hys- 
teria and extravagance—not as schemers, but as con- 
servative and conscientious men; as cautious captains 


‘ alive to our responsibilities and to the storms that must 


come. 
Immediately after the! beginning of the war, Hartley 
Withers wrote, in “The War and Lombard Street”: 
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“Tt was the chance of a century for New York. 
American ambition has long informed the world 
that the United States, having been the world’s 
granary, is now the world’s most progressive man- 
ufacturer, and. means soon to be the world’s 
banker. This may happen some day, and might 
have happened already if American policy in cur- 
rency, financial and fiscal matters had been more 
thrifty. But they have tied their credit system in 
the bonds of narrow banking laws and their trade 
in those of a cramping tariff. These bonds they 
have just begun to shake off, and if the crisis had 
happened a few years later they might perhaps 
have made a bid for London’s place as the world 
banker. 

“It was the chance of a century, but New York 
could not take it. When London called in its 
credits from other countries, any center that could 
have said to these countries, ‘We will give you the 
credit that London has cut off, and lend you the 
money to pay London,’ would have stepped 
straight on to London’s financial throne and set 
London a very difficult task to regain it after the 
war was over. In spite of the large amounts of 
gold taken from America to Europe before the 
war, the United States had still a huge store 
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within its borders—some estimates of it ranged 
up to 400 millions sterling. If the United States 
had had the courage to use this mountain of metal 
and let other countries draw on it, London would 
have had more gold than it knew what to do with, 
and New York would have had a big slice of Lon- 
don’s business. But America feared to use its 
gold and held on to it as tightly as it could, 
fearful of internal trouble and a run on its banks 
if too much of the metal went abroad.” 


Since writing the above two years ago, Mr. Withers 
has greatly modified his views. In his latest book, “In- 
ternational Finance,” published a few months ago, he 
says: 

“America is now one of the leading powers in 
international finance, and on the wise and skilful 


use of its strength the future prosperity of the 
civilized world will, to a great extent, depend.” 


Shall we be found wanting? The answer will largely 
depend upon you, the bankers of the United States; upon 
the strength you give to your Federal reserve system and 
upon your contribution to the moulding of its future. 


STATE BANK SECTION ORGANIZED 


At a meeting of representatives of state banking 
institutions, held in Kansas City, September 25, 1916, it 
was voted to organize a State Bank Section of the Ameri- 
can Bankers Association. 

The meeting was called to order by Craig B. Hazel- 
wood of Illinois, and on motions duly made and seconded, 
H. A. Moehlenpah of Wisconsin was elected temporary 
chairman, and J. W. Robinson of Idaho, temporary sec- 
retary. \ 

A committee on by-laws, consisting of C. B. Hazel- 
wood of Illinois, W. F. Skillman of Texas and J. H. 
Ingwersen of Iowa, was appointed. The committee subse- 
quently prepared and submitted the following by-laws 
of the Section, which were unanimously adopted: 


By-Laws of the State Bank Section 


Section 1. Any state bank doing a commercial busi- 
ness, member of the American Bankers Association, shall 
be eligible to membership in this Section. 

Section 2. The administration of the affairs of this 
Section shall be vested in a president and a first vice- 
president of this Section, and an executive committee of 
six members, who shall serve until their successors are 
chosen .and appointed. 

Section 3. The president and first vice-president and 
also the ex-president for a period of one year following 
the expiration of his term as president, shall be members 
ex-officio of the executive committee. All other ex- 
presidents shall act in an advisory capacity to the execu- 
tive committee, and may attend its meetings and partici- 
pate in its deliberations without, however, being entitled 
to vote or to reimbursement for expenses incurred in 
attending meetings. 

Each state shall be entitled to a vice-president of 
the Section. Such vice-president shall be elected by the 
state bank representatives, whose banks are themselves 
members of the State Bank Section of the American 
Bankers Association, in attendance at the annual con- 
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vention of the state bankers association of their state. 
In the event of failure to so elect the vice-president shall 
be appointed by the president of the Section. These 
vice-presidents shall hold office from the annual meeting 
of the Section next following their election or appoint- 
ment until the next annual meeting of the Section. The 
state vice-presidents shall act in an advisory capacity 
to the executive committee, but shall not be entitled to 
vote, 

Section 4. The executive committee shall select its 
own chairman from among its members, and shall select 
a secretary of the Section, subject to the approval of the 
executive council of the American Bankers Association, 
who may or may not be a member of the Section. 

Section 5. The executive committee shall be elected 
at the annual meeting by the members of the states, two 
being elected each year to serve for a period of three 
years. At the first election after the organization of the 
Section, two members shall be elected to serve for one 
year, two for two years, and two for three years, and 
thereafter members shall be elected for three-year terms, 
except in case of a vacancy, which shall be filled by an 
election for the unexpired term. No officer or member 
of the executive committee shall be eligible for re-election 
br one year following the completion of a full term of 
office. 

Section 6. The executive committee shall have the 
entire administration of the affairs of the Section between 
annual meetings, and may adopt all necessary rules cov- 
ering the business of this Section. 

Section 7. This Section shall meet annually at the 
time and place of the convention of the American Bank- 
ers Association. 

Section 8. The executive committee may be called 
together at any time by the Chairman, and he shall call 
a meeting thereof on the request of three members of the 
executive committee. 

All committees of this Section shall, so far as prac- 
ticable, be composed of members of the executive com- 
mittee, 

Section 9. The president and first vice-president 
shall represent the Section in the Executive Council of 
the American Bankers Association. 
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Section 10. These by-laws may be amended by the 
Section in annual session by a two-thirds vote of the mem- 
bers present; such amendments, however, shall not be- 
come operative until approved by the Executive Council 
of the American Bankers Association. 


A committee on nominations was appointed, consist- 
ing of J. L. Rains of. Kansas, George W. Hoover of 
Indiana, George W. Rogers of Arkansas, E. G. McWil- 
liam of California, Fred W. Ellsworth of New York and 
R. S. Hecht of Louisiana. 

The committee on nominations reported in favor of 
the following-named officers and executive committee of 
the Section: 

President—J. H. Puelicher, Milwaukee, Wis. 
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Vice-President—E. D. Huxford, Cherokee, Iowa. 
Executive Committee (one-year term)— 
Craig R. Hazelwood, Chicago, Ill. 
C. R. Seoville, Seneca, Kans. 
Executive Committee (two-year term)— 
D. M. Armstrong, Memphis, Tenn. 
H. A. Moehlenpah, Clinton, Wis. 
Executive Committee (three-year term) — 
E. C. McDougal, Buffalo, N. Y. 
J. W. Butler, Clifton, Tex. 


The report of the committee was unanimously 
adopted and the officers and executive committee thus 
named were duly elected. 


REPORT OF THE EFFICIENCY COMMITTEE 


For the purpose of investigating the operations of 
the General Offices of the Association, the methods and 
systems pursued in making expenditures and conducting 
the Association’s business, an Efficiency Committee was 
appointed at the spring meeting of the Executive Coun- 
cil last May. This committee, a sub-committee of the 
Finance Committee, consisted of Nelson N. Lampert of 
Chicago, Walter W. Bonner of Greensburg, Ind., and 
R. S. Hawes of St. Louis, and made its report to the 
Executive Council at Kansas City on Monday, Septem- 


ber 26. The Council approved the report and its recom- . 


mendations. The report in full follows: 

To Mr. P. W. Goebel, Chairman of the Finance 
Committee, American Bankers Association: 

The committee appointed by yourself, under in- 
structions of the Finance Committee, to inspect the 
operation of the General Office and various Sections, 
the systems prevailing therein, the expenditures and the 
general condust of the office, designated the Efficiency 
Committee, begs to submit the following report for your 
consideration : 


The General Office 

We find that tinder the supervision of General 
Secretary Farnsworth the General Office is efficiently 
and economically conducted, but your committee recom- 
mends for consideration of the Finance Committee that 
the following suggestion be made to improve the general 
conduct of the office: Full authority for the administra- 
tion of the office should be placed in the hands of the 
General Secretary. 

The Supply Department, now operating under the 
supervision of General Secretary Farnsworth and 
directly managed by Mr. George Lewis, is well con- 
ducted. We, however, recommend that instructions be 
given that all printing, supplies or any purchases made, 
no matter of what character or where originating, in 
every Section or department of the American Bankers 
Association shall be sent through the Supply Depart- 
ment and vouchered to the General Secretary. 

This rule should apply, as stated above, to every 
Section; but note should be made of the fact that under 
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the Constitution of the American Bankers Association, 
Section XII, the General Counsel is authorized to em- 
ploy clerical service and to incur such expenses as may 
be necessary. For the good of the whole Association, 
however, we deem it wise to recommend that the Section 
~eferred to be amended, or*that the General Counsel be 
requested to waive his rights as set forth in such Sec- 
tion; and in the future, that all purchases be made 
through the Supply Department. 

Your committee finds that in the Supply Depart- 
ment, by constant vigilance the cost of printing the 
proceedings of the Association has been reduced and 
the cost of printing and maintaining the JouRNAL has 
been kept to the minimum at all times, and commends 
most heartily the active interest and economical meth- 
ods which Mr. Lewis pursues in purchasing supplies. 

Your committee also takes pleasure in reporting 
that following our first visit to the office some reforms 
have been put in, which will in the future, we think, 
reflect and emphasize the necessity for purchasing sup- 
plies through one department. 


Cashier’s Department 

Mr. Scott, the cashier and general bookkeeper of 
the Association, is efficient and conscientious in his 
duties. 

The bookkeeping methods prevailing in the office 
were thoroughly inspected by Messrs. E. C. Tubbs, 
auditor of the Fort Dearborn National Bank of Chicago. 
and W. C. Tompkins, auditor of the Third National 
Bank of St. Louis, and they commend them most highly, 
saying they are in every way up to date and well kept 
and they have no recommendations for any changes: 
that the records are clear and indicate that the expendi- 
tures of the various Sections are now kept in full detail 
and are available to the officers of the Association. 

Further, upon recommendation of your committee 
there is now being rendered a monthly statement, indi- 
cating the appropriation for each Section, the amount 
expended and the balance on hand, and such report is 
placed in the hands of the General Secretary, President, 
Vice-President and the member of the Finance Com- 
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mittee of the Association in New York City, so that if 
any Section becomes extravagant in its expenditures 
the matter is brought to the attention of the proper 
officials. 

Your committee recommends that Mr. Scott be 
placed ‘under bond of not less than ten thousand dollars, 
and are rather surprised to find that this official, who 
in reality handles the books and funds of the Associa- 
tion to a certain extent, has not been bonded in the past. 


The Protective Committee 


Your committee commends most highly the systems 
prevailing in this department of the Association. The 
records are well kept and the report of the Protective 
Committee that will be submitted at the annual con- 
vention, through the recommendations of this com- 
mittee, will be in greater detail and more illuminating 
than in the past. 

Every possible safeguard has been placed around 
the expenditures of the budget, ‘and we believe the 
funds of the Association are fully protected by the 
vigilance of the manager of its Protective Department, 
Mr. L. W. Gammon. 


The Journal 


The bookkeeping system prevailing in this depart- 
ment is reported to be in excellent condition and no 
suggestions for changes are to be made. 

The necessity for separate books in this department 
is evidenced by the law covering publication of magazines 
and journals being required by the post-office department. 

The contracts for purchasing supplies in this de- 
partment are handled in the proper way and go through 
the Supply Department upon requisition. The printing 
of the JouRNAL is by contract and bid, and inspection 
of the various bids indicates that the lowest available 
price is being obtained at all times. 

The various Sections of the Association do not keep 
separate books, all of the records being kept by General 
Bookkeeper Scott, as stated above, in detail and readily 
available to your committee or to the officers who might 
require same. 


Administrative Detail 


Your committee further recommends that all travel- 
ing expenses of the officers and employees of the various 
Sections of the American Bankers Association should be 
vouchered to and through the General Secretary and be 
under his supervision; that a per diem expense maximum 
daily be fixed for the employees of the Sections, exclu- 
sive of railroad fare, and that in arriving at the proper 
amount the data accumulated in the Protective Depart- 
ment be used. 

It is further recommended that all circular letters, 
clerical work or any matter which goes out to the mem- 
bers of the Association through Sections should be under 
the supervision or done through the General Secretary’s 
office. In other words, no separate Section should have 
the privilege of using circular letters, multigraphed or 
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printed outside of the office. The clerical force in the 
General Office is sufficient to do this work and they have 
the facilities there, and it seems an extravagance to 
have some particular Section go outside and pay for 
having work done which can easily be handled through 
the General Secretary’s office. : 

All the employees of every Section, which in our 
judgment should not only include Sections but every 
department of the American Bankers Association, should 
be subject to the orders and supervision of the General 
Secretary; and while these employees might be suggested 
by the particular secretary in charge of a Section, they 
should be employed by the General Secretary. 

In making up the annual report of the expenditures 
of the Association we deem it wise to suggest that the 
Sections be set forth in detail, as they have in the past, 
but that in the comparative statement or recapitulation 
of expenditures each Section’s disbursements be set forth 
in total; that all expenditures of the general Associa- 
tion be stated in total; that the expense of holding the 
convention be given in total; and that the expense of 
the Executive Council be shown in separate total from 
either Sections or General Office; so that a member at a 
glance may see the expenditures of the general Associa- 
tion and what the various Sections are spending in their 
activities. The fullest details should be given in the 
report of every expenditure in every Section and in the 
General Office. 


Collection of Dues 

In the collection of dues your committee is pleased 
to report an improvement over methods which prevailed 
in previous years. Some of these improvements come 
out of suggestions by your committee, and it is a pleasure 
to note that the expense of collecting dues this year 
will be materially reduced. The system now being used 
is economical and correct. 

It is further recommended that Sections and depart- 
ments, in presenting applications for appropriations to 
the Finance Committee, give the fullest details with the 
proposed use of money; and that they be not presented 
individually but in written communication. The sug- 
gested form of the General Secretary’s office is indorsed 
by your committee. 

Your committee begs to emphasize that co-operation 
in the General Office by all of the secretaries and em- 
ployees is essential to the success of the administration 
of its affairs, and in our inspection we find the most 
cordial atmosphere prevailing in the office, which im- 
provement we are delighted to note. However, we bear 
down with emphasis on the fact that this spirit of co- 
operation with the General Secretary and the central- 
izing of authority in him are necessary to the proper 
discipline, so as to obtain the best results in the most 
economical way. 

Messrs. Marwick, Mitchell, Peat & Co. have yearly 
inspected and made a report of the finances of the Asso- 
ciation, Their report, however, does not touch upon the 
systems prevailing, but your committee, as stated above, 
thoroughly inspected these through the assistance of 
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the able and efficient auditors named and takes pleasure 
in recommending that there be no changes for the 
present. 

In closing, your committee desires to express its 
thanks for the cordial assistance rendered it by General 
Secretary Farnsworth and all of his assistants, and to 
express the hope that such suggestions as have been made 
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here will be accepted in the spirit intended—solely for 
the good of the whole Association and with no idea of 
interfering with the authority of the various officers of 
Sections or departments of the Association. 

We further wish to acknowledge the courteous and 
efficient work of Messrs. Tompkins and Tubbs and to 
express our thanks for their assistance. 


REPORT OF COMMITTEE ON FEDERAL LEGISLATION 


C. A. HINSCH, Chairman 


Your Committee on Federal Legislation has had a 
very busy year; also a very successful one from the 
standpoint of results accomplished. The Committee has 
had in charge a number of subjects of Federal legisla- 
tion pending in the Sixty-fourth Congress, and has 
worked to promote certain bills which have been favored 
by the Association, and in opposition to other measures. 

The Committee has been aided throughout by a 
very effective system of organization, viz.: A Federal 
Legislative Council, consisting of one member of the 
Executive Council in each state, who was requested to 
perfect a state organization made up of a banker from 
each Congressional] district, who in turn was expected to 
secure the co-operation of the bankers in his district. 
To the hearty and efficient co-operation of the members 
of the Federal Legislative Council is due in a great 
measure the successful results obtained by our Com- 
mittee. 

Mention should also be made of the encouragement 
and advice extended by President Lynch, Vice-President 
Goebel, our able General Secretary, Col. Farnsworth, and 
the spirit of co-operation shown by the Executive Com- 
mittees of the National Bank and Clearing House Sec- 
tions, and their efficient Secretary, Jerome Thralls, and the 
effective work done by the secretaries and other officials 
of state bankers associations. It has been because of 
the combined efforts of all these different agencies, work- 
ing to a common purpose, and under the guidance of our 
Committee, that the legislative policies of the Ameri- 
can Bankers Association have been so effectively carried 
out. 

An important measure upon which our Committee 
and Federal Legislative Council worked unceasingly until 
a successful result was obtained, is the Kern Bill, modi- 
fying the Clayton Act, which prohibits interlocking di- 
rectorates. 

The Kern Bill was signed by the President on May 
15, and permits a person to be a director in not more 
than two other banks not in substantial competition, 
upon first procuring the consent of the Federal Reserve 
Board. The Kern amendment has been interpreted by the 
Federal Reserve Board to allow a person who is per- 
mitted by the Clayton Act to be a director of a member 
bank and one other bank, or trust company where the 
entire capital stock of one is owned by stockholders of 
the other, to also be a director in two other banks not 
in substantial competition—making four in all under 
such circumstances. 

The enormous amount of labor performed and cam- 
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paign work conducted throughout the progress of this 
measure, and the history of the legislation in its suc- 
cessive stages of development cannot be detailed here. 
Credit is especially due to Mr. George M. Reynolds of 
Chicago, for most effective aid in procuring the passage 
of the Kern Bill. 

A second successful result was obtained in connec- 
tion with the Philippine Bill. As this measure passed 
the Senate on February 4, it contained an addition 
known as the Clarke amendment, which provided for 
the granting of independence to the Philippines in four 
years, but contained no provision for safe-guarding the 
holders of some seventeen million dollars of Philippine 
bonds now in the hands of American banks and other 
investors. Request for an amendment protecting the 
holders of these bonds was made on behalf of our Com- 
mittee to the House Committee on Insular. Affairs, but 
the bill was reported without amendment. Following 
this, long continued efforts were made while the bill 
was pending in the House to secure the necessary, pro- 
tection, and as a result, on May 1, when the Philippine 
Bill came up in the House, the Clarke amendment was 
decisively defeated by a vote of 213 to 165. As finally 
passed the Philippine Bill provides for a more autono- 
mous government of the Philippines, but the threatened 
weakening of the security of American investments has 
been entirely removed and the holders of Philippine bonds 
are safe. In procuring this result our Committee were 
without doubt very ably assisted by the representatives 
of millions of dollars of Philippine railway bonds, and 
by large business interests that would have suffered by 
the termination of business relations existing between 
this country and the Philippines. 

A third success has been scored in connection with 
the Revenue Bill. As reported to the House this bill, 
in addition to increasing the income tax on individuals 
and corporations from one to two per cent., also made 
permanent a special tax upon bank capital and surplus 
of one dollar per thcusand. The attention of the entire 
membership of the House was immediately called to the 
injustice of singling out one class of corporations—the 
banks—and imposing such a burden of taxation upon 
them. As a result, the special bank tax provision was 
eliminated by the House by a decisive vote. Efforts to 
have the same put. back in the Senate were combated 
by our Committee and finally a provision was inserted 
imposing a special tax on all corporations of fifty cents 
for each one thousand dollars of capital, surplus and 
undivided profits, with an exemption of $99,000 from 
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surplus and profits of each corporation. This removes 
from the operation of the tax the small corporations, 
including the banks whose capital, surplus and profits 
are less than $100,000, all over the country. The elimina- 
tion of the bankers’ special tax was a notable achieve- 
ment, only made possible by the effective co-operation 
of the members of our Federal Legislative Council 
throughout the states, whose immediate response to tele- 
graphic call for action and forceful protests against the 
injustice of the proposed double taxation carried great 
weight. Credit for effective assistance is also due to a 
number of the clearing house and state bankers asso- 
ciations throughout the country. Bills recommended by 
our Association to amend Section 19 of the Federal 
Reserve Act so as to enable country national banks, at 
the end of the thirty-six months period, to exercise an 
option to keep three of the required twelve per. cent. 
of its reserves in a reserve member bank within the 
Federal reserve district, or within a radius of 300 miles 
of the country bank, were introduced by Senator 
Pomerene in the Senate and Congressman McFadden in 
the House, but our Committee has been unable to secure 
a favorable report. 

Quite a number of banks throughout the country 
object to the three hundred mile radius. Some feel that 
the radius should be extended, and others feel that it 
should be eliminated entirely. It would seem that some 
change in the proposed amendment could consistently be 
made. If the limitations are removed entirely, banks 
would be allowed to continue to carry three per cent., 
or one-fourth of their required reserve, with any reserve 
or central reserve city bank in the system. 

It has also been suggested that the reserve require- 
ments of country banks be reduced from twelve to nine 
per cent. Of this amount four per cent. to be carried in 
cash and five per cent. with the Federal reserve bank 
in the district. This would, without a doubt, relieve the 
country banks to a large extent, and the only objection 
to this plan is the tendency on the part of some country 
banks to run as close as possible to the reserve required 
by law. 

At a joint meeting of the Federal Legislative Com- 
mittee and council just held at Kansas City, this sub- 
ject was fully considered and it was deemed unwise to 
continue to urge the adoption of the Pomerene-McFadden 
bills, but in lieu thereof to recommend to the conven- 
tion that legislation be urged reducing the legal reserves 
of country member banks to ten per cent. 

House Bill 13391, recently passed by Congress, con- 
tains an amendment to Section 11 of the Federal Reserve 
Act, giving the Federal Reserve Board power to permit 
member banks to carry in the Federal reserve banks of 
their respective districts any portion of the reserve now 
required to be held in their own vaults. This is a most 
important measure and member banks should be urged 
to forward to the Federal reserve bank of their respective 
districts the cash (gold if possible) in their vaults in 
excess of their needs; this will strengthen the reserve 
system and fortify our financial position, so that we will 
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be able to meet readily the readjustments that are likely 
to follow the termination of the European war. 

We are not in a position now to respond with ease 
to a sudden and unexpected call for a large amount of 
gold; our holdings of the metal are known to be enor- 
mous, but it is not readily available; if the state banks 
can be induced to enter the system, their gold holdings 
would of course augment the gold reserves of the Federal 
reserve banks. 

Every encouragement should be given the Federal 
Reserve Board in their effort to mobilize the gold held in 
the country. 

European banks only carry sufficient money in their 
own vaults te cover their customary needs, depending on 
their reserve banks for emergency calls, thus concentrat- 
ing the gold reserves in the great central banks. 

H. R. 13391 also amends section 24 of the Federal 
Reserve Act, authorizing loans on farm lands, by ex- 
tending the territory in which farm loans may be made 
to a radius of one hundred miles from the location of the 
bank, irrespective of district lines, loans limited to 
fifty per cent. of valuation, and not to exceed five years. 
This measure also permits loans to the extent of fifty 
per cent. of the value and not for a longer period than 
one year on improved and unincumbered real estate, 
other than farm lands within the same radius. The 
aggregate of both classes of loans is limited to twenty- 
five per cent. of capital and surplus, or one-third of time 
deposits. If this aggregate were to be increased, it would 
doubtless tend to popularize the ‘system and encourage 
state banks to join. 

Likewise a bill recommended by our Association to 
amend the Federal Reserve Act so as to reduce the paid- 
in capital of Federal reserve banks to one-sixth of one 
per cent. of the capital and surplus of the member banks 
and provide a return of the excess was introduced by 
Congressman McFadden, but has not been reported. 

The question of amending the Federal Reserve Act 
authorizing the establishment of branch banks was care- 
fully considered by the Executive Committee of the 
National Bank Section and by Federal Legislative Com- 
mittee. Some members favored and some were opposed 
to such a measure, and inasmuch as the Association itself 
has not given expression to an opinion on this subject, 
it was deemed best not to either approve or oppose the 
passage of the amendment., You are aware that this 
provision was eliminated from H. R. 13391. A great 
many bankers believe that if branch banks can be estab- 
lished by an indirect method, that some provision should 
be made for them to establish branches by a direct 
method. The Association should give expression to its 
wishes in this respect, and if the decision is in opposi- 
tion to the establishment of branch banks, then the 
National Bank Act should be so amended as to prevent 
the absorption by national banks of state banks having 
branches. 

Probably the most important accomplishment during 
the year has been the passage of the Bills of Lading Act, 
known as the Pomerene Bill S. 19, which was signed by 
the President on August 29. For eleven years our Asso- 
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ciation has been consistently working for a Federal law 
which would give validity to bills of lading as instru- 
ments of credit, and in six successive Congresses bills 
have been introduced to that end. The Pomerene bill 
makes criminally liable the person who forges a bill of 
lading, and the agent who issues a bill that does not 
represent goods. This is a much needed reform. No 
punishment whatever was hitherto provided for such 
criminals under Federal law. The measure will pro- 
mote the interstate and foreign commerce of the country 
by making bills of lading inherently safe. The bill is 
especially advantageous to the small shipper, as the 
bill of lading will now have a commercial value as a 
credit instrument that it has not enjoyed ‘in the past, 
and banks will more readily make advances on bills of 
lading drafts. In the Sixty-second and Sixty-third Con- 
gresses the Pomerene bill, which had behind it not only 
our Association but the American Bar Association, the 
United States Chamber of Commerce and allied shippers 
organization, passed the Senate but failed in the House. 
The successful result in the present Congress has been 
due to the combined efforts of all these organizations in 
impressing upon the House, which heretofore proved the 
stumbling block, the great importance of this measure 
in the promotion of our interstate and foreign commerce. 
In this connection, great credit is due Secretary McAdoo 
and Dr. C. E. McGuire, assistant secretary-general of the 
International High Commission, who have exploited the 
measure in South America; in fact, submitted a Spanish 
translation of the law to the International High Commis- 
sion at Buenos Ayres in April, 1916. The commission 
adopted resolutions advocating the adoption of similar 
laws, using this measure as the basis. The International 
High Commission referred to is a body of twenty 
national sections, each of which consists of nine jurists 
or financiers with the Minister of Finance (in the United 
States the Secretary of the Treasury) as chairman. “The 
commission was organized in the summer of 1915, as the 
result of the recommendation of the first Pan-American 
Financial Conference, held in Washington, May 24-29, 
1915. The commission aims to adjust and harmonize 
the principles and procedure of commercial law and 
administrative regulations in the American Republics, 
and to seek a satisfactory solution for such legal prob- 
lems as present themselves in the fields of banking and 
public finance.” 

Secretary McAdoo and Dr. McGuire have in addi- 
tion been warm advocates of the bill before the House 
committee. Credit is also due to Mr. Charles S. Haight, 
representing the United States Chamber of Commerce; 
to Mr. Francis B. James, representing the American Bar 
Association, and to Mr. Guy M. Freer of the Cincinnati 
Chamber of Commerce, president of the National Indus- 
trial Traffic League, for valuable efforts in behalf. of the 
measure. Our own share in the work, through our Fed- 
eral Legislative Council and this committee, has been in 
the bringing of arguments to bear upon individual mem- 
bers of Congress as well as in personal appeals at Wash- 
ington. The thanks of this Association are due to 
Senator Atlee Pomerene, who introduced the measure 
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and secured its passage by the Senate, and when the 
Interstate and Foreign Commerce Committee of the 
House delayed in giving consideration to the measure, the 
Senator arranged for a»public audience on April 12 at, 
the White House. A delegation of shippers and bankers 
and members of the American Bar Association and 
Chamber of Commerce of the United States was, received 
by President Wilson, and addresses were made on behalf 
of the measure by representatives of different organiza- 
tions, including the chairman of your committee. On the 
following day an all-day hearing was given by the House 
Committee to the delegation, and a series of hearings 
were subsequently held, as a result of which the bill was 
favorably reported, with a few amendments on June 24. 
It was passed by the House on August 9—the Senate 
concurred in the House amendment on August 18, and 
the signature of the bill by the President makes the law 
an accomplished fact. By its provisions it takes effect 
on January 1 next. 

The potent influence of our Association as an ad- 
viser of national legislation in the interest of trade and 
commerce is illustrated by a piece of constructive legisla- 
tion originating with this Association, which has become 
law at this session of Congress as an amendment of Sec- 
tion 25 of the Federal Reserve Act signed by the Presi- 
dent on September 7, 1916. This amendment is designed 
to facilitate foreign trade through national banks by 
adding provisions permitting the investment by national 
banks in the stock of banks or corporations engaged in 
foreign trade. It originated in a conference of our com- 
mittee with the Executive Committee of the National 
Bank Section, following which there was framed ‘and 
presented to the Federal Reserve Board the amendment 
proposed. The Federal Reserve Board favored the amend- 
ment and recommended it to the Committees on Bank- 
ing and Currency of the House and Senate. It was in- 
cluded with certain other amendments of the Federal 
Reserve Act agreed upon by those committees and by 
the House and Senate, and has now become law. This 
measure is known as H. R. 13391. In this connection it 
is interesting to note a resolution adopted by the Inter- 
national High Commission: 


“Resolved, That the International High Commissipn 
recommend to the American Governments the adoption 
of such measures as will place the banks of each country, 
wherever possible, in a position to extend their activities 
abroad, to establish branches on terms of reciprocity 
and to facilitate the granting of credit to the trade and 
industries of other countries of the continent. 

“Resolved further, That the International High Com- 
mission recommend to the institutions of credit of each 
country the adoption of such measures as are indis- 

nsable for the establishment of relations with those 
institutions in other American states, subject to their 
laws and on terms of reciprocity.” 


In connection with the enforcement by the Federal 
Reserve Board of the provisions of the Federal Reserve 
Act authorizing par collections, the chairman of our 
committee visited St. Louis and participated in a con- 
ference of country bankers relative to this subject. At 
the suggestion of the Administrative Committee of this 
Association, our committee has in charge the matter of 
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urging an amendment to the Federal Reserve Act which 
will eliminate par collections and provide for reasonable 
charges. 

At the suggestion of the Executive Committees of 
the National Bank and Clearing House Sections, our 
committee has deferred action on this proposed measure 
until after the Kansas City convention, when there will 
be an opportunity to further discuss the subject. In the 
meantime Congressman Kitchin has introduced a bill to 
amend the Federal Reserve Act, having this purpose in 
view. 

In connection with rural credit legislation, which 
has culminated in the passage of the Federal Farm Loan 
Act, our committee from the inception of such legisla- 
tion followed the large number of bills introduced on 
the subject, and was successful in securing the elimina- 
tion- of certain objectionable features from the Act as 
finally passed. The functions of our committee have 
extended to examining and discussing 4 large number of 
bills upon a variety of subjects of Federal legislation, 
objectionable and otherwise, and determining what, if 
any, action should be taken thereon. It will serve no 
useful purpose to detail the subjects of all these bills. 

During the year our committee have held a number 
of special meetings, in which the legislative situation 
has been thoroughly canvassed. Initial meetings were 
held in Washington on January 19 and 20, on which 
occasion interviews were had with individual Congress- 
men upon particular measures. A conference was also 
held with the Federal Reserve Board at this time. On 
this occasion also a joint meeting was held with the Ex- 
ecutive Committee of the National Bank Section with 
regard to certain measures affecting national banks, and 
a joint conference of both committees was held with the 
Board of Governors of the Federal reserve banks, at 
which a number of subjects affecting national banks were 
discussed. 

At the Spring Meeting of the Executive Council at 
Briarcliff a special meeting of our committee was held, 
and also a joint meeting with the Federal Legislative 
Council. During the interim between meetings, the 
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method of communication between members of the Com- 
mittee on Federal Legislation and the Federal Legisla- 
tive Council has been by printed confidential bulletin, 
referring to the subjects of legislation of more pressing 
importance, and by telegraphic communication on mat- 
ters of special urgency, supplemented by a large mail 
correspondence. Both the chairman of the committee 
and General Counsel of the Association, who has acted 
as its secretary, have visited Washington on a number 
of occasions in connection with its work. 

In closing this report it is fitting that special recog- 
nition be made of the services of Mr. H. H. McKee of 
Washington, D. C., member of our Executive Council, 
and of the Federal Legislative Council for the District 
of Columbia. Mr. McKee has given daily of his time in 
watching and reporting upon the development of bills 
in which our Association is interested, in personally in- 
terviewing members of the Senate and House and in 
aiding and guiding our committee by his valuable advice 
as to the proper course of procedure at critical times. 
His intelligent grasp of the matters entrusted to his care 
and judgment provided an inspiration to those associ- 
ated with him in the work. His services have been in- 
valuable. 

This report would not be complete did it not bear 
testimony to the splendid services rendered by Mr. 
Thomas B. Paton, General Counsel of the Association 
and Secretary of our Committee. 

He has been tireless in the discharge of his duties 
and our success is due in no small degree to his counsel 
and advice. 

In conclusion, your chairman extends his sincere 
thanks to the members of the Federal Legislative Com- 
mittee, Federal Legislative Council and the members of 
the various organizations in each state, who have given 
so generously of their time and ability during the past 
year, at the same time expressing the hope that the 
Federal Legislative Council will be continued, and that 
the organization will be fully perfected in each state, 
which will insure a continuation of the results which 
have been accomplished during the past year. 


SOCIAL FEATURES OF THE CONVENTION 


In a convention devoted essentially to business, as . 


was the gathering at Kansas City, it could hardly be 
expected that the social features would be anything but 
of secondary importance. At the same time, without 
conflicting with the regular program, the Kansas City 
committees managed to make the stay of the delegates 
most enjoyable and provided some features which were 
unique. 

The biggest event of the week was the trip on 
Wednesday to Longview Farm, where the bankers were 
the guests of Mr. R. A. Long and his daughter, Miss Loula 
Long. Over 1,000 automobiles were provided for the 
twenty-mile trip, and on arrival the visitors were served 
with box lunches, coffee, cigars, etc. Over 4,000 bankers 
and their ladies picnicked on the grass, inspected the 


model dairies and stables, and at 3 P. M.. witnessed a 
display of horses which rank among the finest in the 
country, if not in the world. There were races of all 
sorts on the half-mile track, in which Miss Long, Mr. 
Long and others participated. The weather was perfect 
and so was the hospitality of the hosts. Longview Farm 
consists of 1,582 acres, employs 175 people and has 
fifty-one buildings, with further improvements con- 
templated. 

Those who desired to do so had an opportunity to 
visit the stockyards on Monday. They were shown 
through the packing plants and were served with 
luncheon in the Exchange Building, the largest building 
in the world devoted to the live stock industry. In the 
evening there was an informal reception in Convention 
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Hall, with music, dancing and refreshments. The ladies 
had Tuesday all to themselves, as the local committee 
had provided a luncheon for them at the Blue Hills 
Country Club, Mission Hills Country Club and Kansas 
City Country Club, with automobile rides over the boule- 
vards and beautiful park systems of Kansas City. 

Another function exclusively for the ladies was 
afternoon tea, on Thursday, served at the residences of 
Mrs. J. J. Heim, Mrs. Charles S. Keith and Mrs. Walter 
S. Dickey. 

On Wednesday evening, following the return from 
Longview Farm, there was a monster entertainment at 
Convention Hall in celebration of the Savings Bank Cen- 
tennial. Lantern slides told the story of the centennial 
and then the new five-reel motion picture of the thrift 
campaign, “The Dollar and the Law,” written by Irvin 
S. Cobb, was shown by the courtesy of the Vitagraph 
Company, together with views of the Association offices 
in New York. Miss Lillian Walker appeared in the 
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leading role of “The Dollar and the Law,” but was un- 
able to be present in person. The great hall was filled 
to capacity and the pictures seemed to be greatly enjoyed 
by the immense audience. 

On Thursday evening there was a reception and ball 
at Convention Hall, attended by several thousand people. 
The hall was handsomely decorated and a buffet supper 
was served. 

There were numerous other social functions not on 
the program, such as private dinner parties, automobile 
rides and golf matches; the Blue Hills, Kansas City 
Country, Hill Crest, Missions Hills Country and Oak- 
wood Country Clubs having extended golf privileges to 
the delegates and guests. 

Mr. R. A. Long gave a luncheon at his city residence 
on Saturday to the members of the new Executive 
Council who remained over, and the guests were de- 
lighted with the splendid home and the charming hos- 
pitality of their host. 


OFFICERS OF THE ASSOCIATION, 1916-17 


President—P. W. Goebel, president Commercial National 
Bank, Kansas City, Kan. 

Vice-President—C. A. Hinsch, president Fifth-Third Na- 
tional Bank, Cincinnati, Ohio. 

General Secretary—Fred. E. Farnsworth, Five Nassau 
Street, New York City. 

Treasurer—E. M. Wing, president Batavian National 
Bank, La Crosse, Wis. 

Assistant Secretary—William G. Fitzwilson, Five Nassau 
Street, New York City. 

General Counsel—Thomas B. Paton, Five Nassau Street, 
New York City. 

Manager Protective Department—L. W. Gammon, Five 
Nassau Street, New York City. 

Manager Department of Public Relations—A. D. Welton, 
Five Nassau Street, New York City. 

Librarian—Marian R. Glenn, Five Nassau Street, New 
York City. 


EXECUTIVE COUNCIL 


MEMBERS Ex-OFFICIO 


P. W. Goebel, president Commercial National Bank, 
Kansas City, Kan. 

C. A. Hinsech, president Fifth-Third National Bank, Cin- 
cinnati, Ohio. 

Arthur Reynolds, vice-president Continental & Commer- 
cial National Bank, Chicago, Ill. 

Wm. A. Law, president First National Bank, Philadel- 
phia, Pa. 

James K. Lynch, vice-president First National Bank, San 
Francisco, Cal. 


Members to serve until successors are chosen at en- 
suing conventions of the respective state associations: 


Nelson N. Lampert, vice-president Fort Dearborn Na- 
tional Bank, Chicago, Ill. 

Walter W. Bonner, cashier Third National Bank, Greens- 
burg, Ind. 

C. E. Burnham, president Norfolk National Bank, Nor- 
folk, Neb. 


MEMBERS FOR ONE YEAR 


A. president First National Bank, Pasadena, 
al. 

H. H. McKee, cashier National Capital Bank, Washing- 
ton, D. C. 

J. A. Griffin, cashier Exchange National Bank, Tampa, 
Fla. 

H. — vice-president National City Bank, Chicago, 

W. C. White, president Merchants and Illinois National 
Bank, Peoria, 

J. A. S. Pollard, cashier Fort Madison Savings Bank, 
Fort Madison, Iowa. 

W. = Burks, cashier Security State Bank, Wellington, 

an. 

Charles E. Hoge, president State National Bank, Frank- 
fort, Ky. 

J. H. Fulton, president Commercial National Bank, New 
Orleans, La. 

R. W. Putnam, cashier Bank of Pierce Simmons & Co., 
Red Wing, Minn. 

Walker Broach, vice-president First National Bank, 
Meridian, Miss. 

H. B. McDaniel, president Union National Bank, Spring- 
field, Mo. 


* William F, Thayer, president First National Bank, Con- 


cord, N. H. 

Robert H. Treman, president Tompkins County National 
Bank, Ithaca, N. Y. 

George C. Clarabut, cashier Farmers National Bank, 
Rome, N. Y. 

W. C. Wilkinson, cashier Merchants & Farmers National 
Bank, Charlotte, N. C. 

F. cashier First National Bank, Bottineau, 

W. C. Macfadden, secretary North Dakota Bankers Asso- 
ciation, Fargo, N. D. 

C. E. Farnsworth, cashier First National Bank, Cleve- 
land, Ohio. 

W. 8. Guthrie, vice-president Farmers National Bank, 
Oklahoma City, Okla. 

R. W. Schmeer, cashier United States National Bank, 
Portland, Ore. 


26 


Vol. 9 No. 4 


Charles S. Calwell, president Corn Exchange National 
Bank, Philadelphia, Pa. 

William H. Painter, cashier West Branch National Bank, 
Williamsport, Pa. 

Montgomery Evans, president Norristown Trust Co., Nor- 
ristown, Pa. 

EK. J. Miller, cashier First National Bank, Huron, 8. D. 

J. E. Platt, president Security Bank, Clark, 8S. D. 

F. F. Downs, president First National Bank, Temple, Tex. 

Tench F. ‘Tilghman, president Citizens Bank, Norfolk, 
Va. 

James D. Hoge, president Union Savings & Trust Co., 
Seattle, Wash. 

Kdward Nelly, cashier Wood County Bank, Parkersburg, 
W. Va. 

George N. Fratt, cashier First National Bank, Racine, 
Wis, 


MEMBERS FOR Two YEARS 

James J. Fagan, vice-president Crocker National Bank, 
San Francisco, Cal. 

Robert F. Maddox, vice-president American National 
Bank, Atlanta, Ga. 

Guy E. Bowerman, president First National Bank, St. 
Anthony, Idaho. 

S. B. Montgomery, president State Savings Loan & Trust 
Co., Quincy, Il. 

William G. Edens, assistant secretary Central Trust Co. 
of Illinois, Chicago, Tl. 

J. L. McCulloch, president Marion National 
Marion, Ind. 

J. M. Dinwiddie, president Cedar Rapids Savings Bank, 
Cedar Rapids, Iowa. 

George T. Tremble, president Central National Bank, 
Ellsworth, Kan. 

Robert H. Bean, treasurer Casco-Mercantile Trust Co., 
Portland, Me. 

F, A. Drury, president Merchants 
Worcester, Mass. 

Thomas P. Beal, Jr., vice-president Second National 
Bank, Boston, Mass. 

B. F. Davis, president City National Bank, Lansing, 
Mich. 

Edgar L. Mattson, vice-president Scandinavian-American 
National Bank, Minneapolis, Minn. 

R. S. Hawes, vice-president Third National Bank, St. 
Louis, Mo. 

J. W. Perry, president Southwest National Bank of Com- 
merce, Kansas City, Mo. 

J. C. MeNish, c/o MeNish Cattle & Loan Co., First Na- 
tional Bank Building, Omaha, Neb. 

D. T. Hoskins, cashier San Miguel National Bank, Las 
Vegas, N. M. 

James H. Perkins, vice-president National City Bank, 
New York, N. Y. 

S. D. Fitton, president First National Bank, Hamilton, 
Ohio. 

A. S. Beymer, vice-president and cashier Keystone Na- 
tional Bank, Pittsburgh, Pa. 

W. A. Sadd, president Chattanooga Savings Bank, Chat- 
tanooga, Tenn. 

Ewing Norwood, vice-president and cashier First Na- 
tional Bank, Navasota, Tex. 

Edwin T. Coman, president Exchange National Bank, 
Spokane, Wash. 

H. A. Moehlenpah, president Citizens Bank, Clinton, Wis. 

John W. Hay, president Rock Springs National Bank, 
Rock Springs, Wyo. 


Bank, 


National Bank, 


MEMBERS FOR THREE YEARS 


T. O. Smith, vice-president Birmingham Trust & Savings 
Co., Birmingham, Ala. 

Geo. W. Rogers, vice-president Bank of Commerce, Little 
Rock, Ark. 

Charles A. Smith, cashier Security Bank, Oakland, Cal. 
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James C. Burger, cashier Hamilton National Bank, 
Denver, Colo. 

Nathan D. Prince, vice-president Connecticut Trust & 
Safe Deposit Co., Hartford, Conn. 

Gordon L. Groover, vice-president Citizens & Southern 
Bank, Savannah, Ga. 

Frank B. Yetter, cashier Iowa National Bank, Daven- 
port, Iowa. 

Thad C. Carver, president The Peoples Bank, Pratt, Kan. 

Wm. M. Peck, president Cloud County Bank, Concordia, 
Kan. 

Waldo Newcomer, president National Excnange Bank, 
Baltimore, Md. 

Wm. J. Gray, vice-president First and Old Detroit Na- 
tional Bank, Detroit, Mich. 

George E. Hanscom, president Merchants National Bank, 
St. Cloud, Minn. 

Harry Yaeger, vice-president Great Falls National Bank, 
Falls, Mont. 

oo G. Parker, president National Bank of New 
ersey, New Brunswick, N. J. 

John A. Kloe fer, president Unien Stock Yards Bank, 
Buffalo, 

George E. Lewis, assistant cashier Hanover National 

ank, New York City. 

R. D. Sneath, president Commercial National Bank, 
Tiffin, Ohio. 

E. W. Sinclair, president Exchange National Bank, 
Tulsa, Okla. 

G. D. Davis, cashier National Bank of Claremore, Clare- 
more, Okla. 

A. D. Swift, cashier Elk County National Bank, Ridg- 
way, Pa. 

C. J. Shannon, Jr., president First National Bank, Cam- 
den, S. C. 

Nathan Adams, cashier American Exchange National 
Bank, Dallas, Texas. 


GrouP 1—VERMONT AND NEW HAMPSHIRE 
William F. Thayer, president First National Bank, Con- 
cord, N. H. 
Group 2—RuHopE ISLAND AND DELAWARE 
Frank C. Nichols, vice-president Industrial Trust Com- 
pany, Providence, R. I. 
Group 3—ARIZONA AND NEw MExico 
D. T. Hoskins, cashier San Miguel National Bank, Las 
Vegas, N. M. 
Group 4—NeEvADA, UTAH AND WYOMING 
John W. Hay, president Rock Springs National Bank, 
Rock Springs, Wyo. 
REPRESENTING TRUST COMPANY SECTION 
Uzal H. McCarter, president Fidelity Trust Company, 
Newark, N. J. 
Frank W. Blair, president Union Trust Company, De- 
troit, Mich. ‘ 
REPRESENTING SAVINGS BANK SECTION 
Geo. E. Edwards, president Dollar Savings Bank, New 
York, N. Y. 
Joseph R. Noel, president North West State Bank, Chi- 
cago, Ill. 


REPRESENTING CLEARING House SECTION 
W. D. Vincent, vice-president Old National Bank, 
Spokane, Wash. 
REPRESENTING AMERICAN INSTITUTE OF BANKING 
SECTION 
E. G. MeWilliam, Security Trust & Savings Bank, Los 
Angeles, Cal. 
REPRESENTING STATE SECRETARIES SECTION 


S. B. Rankin, secretary Ohio Bankers Association, Colum- 
bus, Ohio. 
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REPRESENTING NATIONAL BANK SECTION 


. S. Calfee, cashier Mechanics-American National Bank, 
St. Louis, Mo. 

. Elwood Cox, president Commercial National Bank, 
High Point, N. C. 


REPRESENTING STATE BANK SECTION 


. H. Puelicher, vice-president and cashier Marshall & 
Ilsley Bank, Milwaukee, Wis. 

2. D. Huxford, president Cherokee State Bank, Cherokee, 
Towa. 


STATE VICE-PRESIDENTS 


Alabama: Frank 8. Moody, president First National 
Bank, Tuskaloosa. 

Arizona: H. J. McClung, president Phoenix National 
Bank, Phoenix. 

Arkansas: Carl Hollis, cashier Merchants & Planters 
Trust & Savings Bank, Warren. 

California: E. D. Roberts, president San Bernardino 
National Bank, San Bernardino. 

Colorado: Theodore G. Smith, vice-president Interna- 
tional Trust Co., Denver. 

Connecticut: Fred. S. Chamberlain, cashier New Britain 
National Bank, New Britain. 

Delaware: George L. Townsend, president Peoples Na- 
tional Bank, Middletown. 

District of Columbia: Wm. T. Galliher, president Amer- 
ican National Bank, Washington. 

Florida: Carey A. Hardee, president First National 
Bank, Live Oak. 

Georgia: Jos. 8. Calhoun, president First National Bank, 
Cartersville. 

Idaho: Frank L. Davis, cashier Fremont -County Bank, 
Sugar City. 

Iowa: H. C. Schultz, cashier Commercial National Bank, 
Waterloo. 

Kansas: George T. Guernsey, Jr., vice-president Com- 
mercial National Bank, Independence. 

Louisiana: Lynn H. Dinkins, president Interstate Trust 
& Banking Co., New Orleans. 

Maine: Ernest J. Eddy, president Fidelity Trust Co., 
Portland. 

Maryland: W. 8S. Gordy, cashier Salisbury National 
Bank, Salisbury. 

Massachusetts: Charles B. Cook, cashier Metacomet Na- 
tional Bank, Fall River. 

Michigan: E. S. Bice, vice-president First National Bank, 
Marquette. 

Minnesota: L. Whitmore, cashier First National Bank, 
Wabasha. . 

Mississippi: T. W. Yates, cashier Commercial Bank & 
Trust Co., Laurel. 

Missouri: Aug. E. Brooker, cashier Manchester Bank, 
St. Louis. 

Montana: W. E. Waldron, cashier Yellowstone National 
Bank, Billings. 

New Hampshire: J. D. Upham, president Claremont Na- 
tional Bank, Claremont. 

New Jersey: John B. Clement, second vice-president 
Central Trust Co., Camden. 

New Mexico: J. B. Herndon, president State National 
Bank, Albuquerque. 

New York: Daniel M. Hopping, president Yonkers Na- 
tional Bank, Yonkers. 

North Carolina: A. G. Myers, vice-president Citizens 
National Bank, Gastonia. 

North Dakota: J. R. Carley, cashier First National Bank, 
Grand Forks. 

Ohio: Robert R. Woods, cashier Wayne County National 
Bank, Wooster. 

Oklahoma: H. H. Ogden, president First National Bank, 
Muskogee. 

Oregon: J. M. Poorman, president Bank of Woodburn, 
Woodburn. 


JOURNAL OF. THE AMERICAN BANKERS ASSOCIATION 


Vol. 9 No. 4 


Pennsylvania: J. D. Ayres, vice-president Bank of Pitts- 
burgh, N. A., Pittsburgh. 

Rhode Island: Edward A. Brown, president National 
Exchange Bank, Newport. 

South Carolina: 8S. T. Reid, vice-president and cashier 
Bank of Commerce, Spartanburg. 

South Dakota: F. C. Danforth, president Citizens Bank, 
Parker. 

Tennessee: T. A. Embrey, president Farmers National 
Bank, Winchester. 

Texas: A. M. Graves, cashier Red River National Bank, 
Clarksville. 


‘Utah: M. S. Browning, president First National Bank, 


Ogden. 

Vermont: Olin Merrill, president Enosburg Falls Sav- 
ings Bank & Trust Co., Enosburg Falls. 

Virginia: C. E. Tiffany, president Fauquier National 
Bank, Warrenton. 

Washington: George P. Wiley, cashier Waterville Sav- 
ings Bank, Waterville. 

West Virginia: W. J. McElhiney, cashier First National 
Bank, West Union. 

Wisconsin: J. R. Wheeler, vice-president Farmers & 
Merchants Union Bank, Columbus. 

Wyoming: Sumner Miller, cashier Pine Bluffs State 
Bank, Pine Bluffs. 


Vice-Presidents to serve until successors are chosen 
at ensuing conventions of the respective state associa- 
tions: 


Illinois: Melvin A. Traylor, president The Live Stock 
Exchange National Bank, Chicago. 

Indiana: M. 8. Sonntag, president American Trust & 
Savings Bank, Evansville. 

Kentucky: C. N. Manning, secretary and treasurer Se- 
curity Trust Company, Lexington. 

Nebraska: O. T. Eastman, assistant cashier First Na- 
tional Bank, Omaha. 

Nevada: F. M. Lee, vice-president Reno National Bank, 
Reno. 


COMMITTEES OF THE ASSOCIATION 


Currency Commission 


A. B. Hepburn, chairman ot tne board, Chase National 
Bank, New York City, Chairman. 

Jas. B. Forgan, chairman of the board, First National 
Bank, Chicago, IIl., Vice-Chairman. 

Myron T. Herrick, president Society for Savings, Cleve- 
land, Ohio. 

Festus J. Wade, president Mercantile Trust Company, 
St. Louis, Mo. 

Joseph T. Talbert, vice-president National City Bank, 
New York City. 

George M. Reynolds, president Continental and Commer- 
cial National Bank, Chicago, IIl. 
John Perrin, chairman of the board, Federal Reserve 
Bank of San Francisco, Cal. 
Luther Drake, president Merchants 
Omaha, Neb. 

Sol. Wexler, J. S. Bache & Co., New York. 

Robert Wardrop, president Peoples National 
Pittsburgh, Pa. 

E. F. Swinney, president First National Bank, Kansas 
City, Mo. 

Joseph A. McCord, Governor Federal Reserve Bank, At- 
lanta, Ga. 

J. F. Sartori, president Security Trust and Savings Bank, 
Los Angeles, Cal. 

Levi L. Rue, president Philadelphia National Bank, Phil- 
adelphia, Pa. 

E. L. Howe, vice-president Princeton Bank, Princeton, 
N. J. 

Frederick E. Farnsworth, New York, Secretary. 


National Bank, 


Bank, 
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Agricultural Commission 


Special Committee 

Joe Hirsch, vice-president Corpus Christi National Bank, 
Corpus Christi, Tex., Chairman. 

J. R. Wheeler, cashier Farmers and Merchants Union 
Bank, Columbus, Wis. 

F. N. Shepherd, cashier Empire National Bank, Lewiston, 
Idaho. 

B. C. Powell, cashier Merchants and Planters Bank, 
Camden, Ark. 

Will C. Gordon, cashier Farmers Savings Bank, Marshall, 
Mo. 

Oliver N. Sams, president Merchants National Bank, 
Hillsboro, Ohio. 

Fred W. Hyde, cashier National Chautauqua County 
Bank, Jamestown, N. Y. 


Insurance Committee 


Special Committee 

H. G. Parker, president National Bank of New Jersey, 
New Brunswick, N. J., Chairman. 

Oliver J. Sands, president American National Bank, 
Richmond, Va. 

H. P. Beckwith, vice-president Northern Savings Bank, 
Fargo, N. D. 

B. A. Ruffin, Richmond, Va., Secretary. 


Special Committee of Twenty-five 
To be appointed by the President. 


PERMANENT COUNCIL COMMITTEES 


Committee on State Legislation 


ONE-YEAR TERM 
J. A. S. Pollard, cashier Fort Madison Savings Bank, 
Fort Madison, lowa, Chairman. 
H. H. McKee, cashier National Capital Bank, Washing- 
ton, D. C. 
TWO-YEAR TERM 
Edgar L. Mattson, vice-president Scandinavian-Ameri- 
can National Bank, Minneapolis, Minn. 
H. A. Moehlenpah, cashier Citizens Bank, Clinton, Wis. 


THREE-YEAR TERM 
William H. Peck, president Cloud County Bank, Con- 
cordia, Kan. 
George W. Rogers, vice-president Bank of Commerce, 
Little Rock, Ark. 


Committee on Federal Legislation 


ONE-YEAR TERM 
J. H. Fulton, president Commercial National Bank, New 
Orleans, La., Chairman. 
James D. Hoge, president Union Savings and Trust Com- 
pany, Seattle, Wash. 


TWO-YEAR TERM 


J. W. Perry, president Southwest National Bank of Com- 
merce, Kansas City, Mo. 

W. A. Sadd, president Chattanooga Savings Bank, Chat- 
tanooga, Tenn. 


THREE-YEAR TERM 


%. D. Sneath, president Commercial National Bank, Tif- 
fin, Ohio. 

Waldo Newcomer, president National Exchange Bank, 
Baltimore, Md. 


Committee on Membership 
ONE-YEAR TERM 


Robert H. Treman, president Tompkins County National 
Bank, Ithaca, N. Y. 
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TWO-YEAR TERM 


Thomas P. Beal, Jr., vice-president Second National 
Bank, Boston, Mass. 


THREE-YEAR TERM 


‘James C. Burger, cashier Hamilton National Bank, Den- 


ver, Colo. 


Administrative Committee 


P. W. Goebel, president Commercial National Bank, 
Kansas City, Kan., President of the Association. 
James K. Lynch, vice-president First National Bank, 

San Francisco, Cal. 


ONE-YEAR TERM 


Charles S. Calwell, president Corn Exchange National 
Bank, Philadelphia, Pa. 


TWO-YEAR TERM 
Richard S. Hawes, vice-president Third National Bank, 
St. Louis, Mo. 


Finance Committee 


C. A. Hinsch, president Fifth-Third National Bank, Cin- 
cinnati, Ohio, Vice-President of the Association, 
Chairman. 

Kk. M. Wing, president Batavian National Bank of La 
Crosse, Wis., Treasurer of the Association. 


ONE-YEAR TERM 
W. C. White, president Merchants and Illinois National 
Bank, Peoria, Ill. 
A. E. Edwards, president First National Bank, Pasa- 
dena, Cal. 
H. E. Otte, vice-president National City Bank, Chicago, 
Til. 
TWO-YEAR TERM 


E. T. Coman, president Exchange National Bank, Spo- 
kane, Wash. 

Robert F. Maddox, vice-president American National 
Bank, Atlanta, Ga. (to fill unexpired term of Rich- 
ard S. Hawes, resigned). 

James H. Perkins, vice-president National City Bank, 
New York, N. Y. 


THREE-YEAR TERM 
Nathan Adams, cashier American Exchange National 
Bank, Dallas, Tex. 
William J. Gray, vice-president First and Old Detroit 
National Bank, Detroit, Mich. 
E. W. Sinclair, president Exchange National Bank, Tulsa, 
Okla. 


Protective Committee 


This Committee is composed of three members and 
under the Constitution their names are not made public. 


Committee on Credit Forms 


SPpecIAL COMMITTEE 
W. P. Sharer, president First National Bank, Zanesville, 
Ohio, Chairman. 
Wm. A. Law, president First National Bank, Philadel- 
phia, Pa. 
Nelson N. Lampert, vice-president Fort Dearborn Na- 
tional Bank, Chicago, Ill. 


Library Committee 


xeorge E. Lewis, assistant cashier Hanover National 
Bank, New York City, N. Y. 

William F. Thayer, president First National Bank, Con- 
cord, N. H. 

S. B. Montgomery, president State Savings Loan & Trust 
Company, Quincy, Ill. 
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AMENDMENTS TO CONSTITUTION AND BY-LAWS 


The following amendments were adopted at the 
General Convention held at Kansas City, September 25 
to 30: 


Committee on Library 


Amend Article IV, Section 15, by inserting in the 
first paragraph after the words “(f) the Protective Com- 
mittee,” the following: “(g) the Committee on Library.” 
Also by inserting at the end of said Section 15 the follow- 
ing: 


“(g) The Executive Council at. its first meeting 
as aforesaid, shall elect from its membership one 
person from the one-year class, one person from 
the two-year class and one person from the three- 
ped class who shall constitute the Committee on 
sibrary and whose membership shall expire with 
their membership in the Council, and annually 
thereafter shall elect one person from the three- 
year class to fill the vacancy occasioned by the 
expiration of term. Any vacancy occurring by 
death, resignation or other cause shall be filled by 
election from the same class for the unexpired 
term.” 


Amend Article IV, Section 16, by adding at the end 
of said section the following: 


“THE COMMITTEE ON LIBRARY 


“(g) The Committee on Library shall famil- 
iarize itself with the work and needs of the Li- 
brary for the purpose of extending its usefulness 
and shall, from time to time, recommend such 
methods of publicity as in its judgment will pro- 
mote the utility of the Library to the members of 
the Association. It shall also act in an advisor 
capacity to the General Secretary and the Li- 
brarian in connection with the recommending and 
expenditure of any special appropriation for the 
purchase of any special collection of books which 
may be deemed necessary.” 


Committee on State and Federal Legislation 


Amend Section 15 (a) of Article V by changing the 
title of “The Committee on Law” to “The Committee 
on State Legislation” in the two places where such Com- 
mittee is named in said section. 


Amend Section 16 (b) of Article V so that the same 


shall read as follows: 


“(b) The Committee on Federal Legislation 
shall have in charge the consideration of national 
statutes affecting the powers, privileges and duties 
of the members of the Association, and may for 
such purposes as occasion may arise recommend to 
the Executive Council and the general convention 
drafts of proposed statutes for their approval, 
and, upon such dual approval, shall urge the en- 
actment by Congress of such approved drafts. 
The Committee on Federal Legislation shall re- 


* ceive in charge all-resolutions adopted by the 


general convention, declaring in favor of, or in 
opposition to national legislation upon any sub- 
ject, and shall by petition, memorial or other 
proper action further the purposes declared for in 
such resolutions, and in case of legislative emer- 
gency, arising between sessions of the general con- 
vention, whereby serious and harmful results to 
the welfare generally of the Association member- 
ship might result from delay, the Committee shall 
erform similar services as to resolutions of sim- 
llar character adopted by the Executive Council 
at its sessions, or by the Administrative Commit- 
tee, in case of emergency in the interim between 
sessions of the Executive Council. The Commit- 
tee on Federal Legislation shall take notice of any 
Congressional action affecting the interests of the 
membership of the Association, and when deemed 
necessary report the same to the Executive Coun- 
cil. The Committee shall perform such other 
duties as may be imposed upon it by the Council 
or by the General Convention, and shall make a 
full report of its proceedings to the Executive 
Council and a general report to the General Con- 
vention.” 


Amend the last sentence of By-Law sixth to read as 


follows: 


“Subjects of national and state legislation orig- 
inating in any Section shall not be urged inde- 
pendently but presented through the Committee 
on State Legislation as to state legislation and 
through the Committee on Federal Legislation as 
to national legislation for dual approval of the 
Executive Council and General Convention, and 
action if approved in accordance with Article V, 
section 16 (a) and 16 (b) of the Constitution.” 
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Amendments to By-Laws on JOURNAL MANAGEMENT 
and SUBSCRIPTION. 

Amend By-Law second by changing the last sentence 
thereof to read as follows: 


Amend Section 16 (a) of Article V by changing the 
title to “The Committee on State Legislation” and sub- 
stituting for the existing Section 16 (a) the following: 


“Section 16 (a). The Committee on State Legis- 
lation shall have in charge the consideration of 
state statutes affecting the powers, privileges and 
duties of the members of the Association, also the 
subjects of uniformity of laws and commercial 
usage; and may for such purposes as occasion 
may arise recommend to the Executive Council 
and the General Convention drafts of proposed 
statutes for their approval, and, upon such dual 
approval, shall urge the enactment of such ap- 
proved drafts through state organizations,‘ and 
shall perform such other duties as may be im- 
posed upon it from time to time by the Executive 
Council or the General Convention. The com- 
mittee shall submit a report in writing to the 
Executive Council at its meetings, and shall an- 
nually submit a report in writing to the Gen- 
eral Convention.” 


“The annual dues of members who do not sub- 
scribe for the JOURNAL-BULLETIN shall in each 
case .be two dollars less than the amounts above 
specified.” 

Amend By-Law third so as to read as follows: 

“Third. The official publication of the Associ- 
ation shall be issued monthly under the direction 
of the General Secretary, assisted by the Man- 
ager of the Department of Public Relations and 
shall be called the JoURNAL OF THE AMERICAN 
BANKERS ASSOCIATION. Subscription price for 
such publication shall be Two Dollars a year, 
single copies twenty-five cents. Out of the annual 
dues of each member who subscribes therefor, pro- 
vided in By-Law second, there shall be set aside 
the sum of Two Dollars in payment of each such 
member’s annual subscription which shall actually 
be used for the purpose of said publication.” 
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The Transportation Industry and the Need — 
For a Constructive Program 


The Present Methods of Railroad Regulation Considered 
in Relation to Efficiency and Satisfaction—Restora- 
tion of Public Confidence in Financial Management 
of Railroads a First Requisite—The Plans Apparently 
Approved by Railroad Managers. 


By W. JETT LAUCK 

HE condition of the transportation industry at 
{ the present time constitutes one of our most 
serious and pressing domestic problems. Ex- 
perience has completely demonstrated the weakness of 
our system of regulation and control. Destructive criti- 
cism or critical analysis is no longer necessary. Im- 
mediate action is now required along the lines of in- 
telligent and patriotic statesmanship. The interest of 
the public will be served in accordance with the speed 
with which a constructive program for the transporta- 
tion industry is formulated and sanctioned by legisla- 
tive enactment. Perhaps the most remarkable feature 
of the present situation is that among all parties to the 
railroad controversy, which has been going on during 
recent years, there is a practical unanimity as to the 
necessity for early action, and of the fundamental 

measures to be adopted. 


Constructive Policy Needed 
The reasons why a constructive railway policy is 
needed have long been apparent. They require no elabo- 
rate explanation or demonstration. Briefly, they may be 
summarized as follows: 


First, the present system of railroad regula- 
tion is too cumbersome and conflicting. No satis- 
‘factory results can be secured from the action of one 
national and forty-eight state regulatory commis- 
sions or boards, all of which are independent of each 
other, and have no uniform method of procedure. 

Second, the prevailing methods of regulation 
are wasteful both of time and money. Proceedings 
relative to rate advances, safety appliances, the 
issue of new securities, and other important matters 
must needs be repeated before the regulating bodies 
of all the states traversed by the lines of a rail- 
road, when, as a matter of national economy, only 
one proceeding before a central or district body 
should be necessary. 

Third,-the results of such a system of regula- 
tion are harassing and uncertain. The railroad 
operating officer, as well as the banker, investor and 
shipper never can be sure as to where they stand. 
New security issues or a plan of reorganization may 
be sanctioned by one ‘state commission and pro- 
hibited by another. The Interstate Commerce Com- 
mission may decide that revenues are inadequate 
and suggest certain methods of adding to earnings 
which, under the rulings of other bodies, are found 


to be impossible. Under these uncertain conditions 
capital cannot be attracted to the transportation in- 
dustry. Neither can the railroad official develop all 
the possibilities in the way of operating economy 
and efficiency. 

Fourth, what is of more vital consequence than 
the preceding considerations, is the fact that the 
present system of railroad control has been found 
to be entirely inadequate. The Interstate Commerce 
Commission, although it has made a wonderful 
record, is overworked, and has not the time, a suffi- 
cent number of members, or the necessary appropri- 
ations to give prompt and intelligent consideration 
to the matters which come before it. Costly and 
vexatious delays in reaching decisions on important 
matters are the result. The work of the statistical 
division lags so far behind current developments 
that its results when published are chiefly of aca- 
demic and historical value. 

Labor problems are not reached effectively. 
The Federal Board of Mediation and Conciliation 
may proffer its services to settle wage disputes, and 
machinery is provided under the so-called Newlands 
law for the arbitration of controversies which can- 
not be otherwise settled. Such action, however, is 
purely voluntary and may be rejected by either the 
railroads or their employees.- The machinery for the 
peaceable adjustment of labor difficulties, for the 
prevention of strikes or a disruption of trade and 
industry, must be made more effective. The country 
has recently passed through a concrete demonstra- 
tion of this fact in the form of the eight-hour-day 
controversy and the threatened strike of railway 
train service employes. 

No better demonstration in general of the in- 
adequacy of the present system of regulation is 
needed than the fact that under its operation a con- 
siderable proportion of the railroad companies of 
the country are insolvent; that the transportation 
industry as a whole cannot properly attract new 
capital; and that the public is denied the use of 
transportation facilities which should have been 
available. 

Fifth, these facts are no criticism of the Inter- 
state Commerce Commission. They are an indict- 
ment of the system under which the Interstate Com- 
merce Commission has to act. In its final analysis 
this system is fundamentally unsound. The theory 
underlying the legislation creating the Interstate 
Commerce Commission is that it is to decide whether 
passenger and freight rates are just and reason- 
able. This has inevitably led to the consideration as 
to whether railroad revenues are adequate—whether 
rates which are at issue have been sufficient to pay 
a@ proper return upon property .investment and to 
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provide for needed extensions of transportation 
facilities. Under the present law, however, the 
commission really has no means of arriving at a de- 
cision as to whether revenues are adequate. It 
cannot determine with any degree of accuracy what 
is real capitalization or property investment. It 
has no authority to prescribe conditions under which 
revenues must be used. The commission’s control 
over railroad finances and raiJroad corporate activ- 
ities is not sufficiently extensive. 

Under the existing regulatory system there can 
be no absolute assurance that the proceeds obtained 
from an increase of freight or passenger charges will 
be used by the transportation companies for the pur- 
poses for which it was declared they were necessary. 


Fundamental Considerations 

With these factors in mind, it is apparent that any 
proposals for the solution of the railway problem must 
recognize several fundamental considerations. The first 
absolutely essential object to be attairied is the restora- 
tion of public confidence in the financial management of 
the railroads. This is a necessary preliminary to all 
other constructive recommendations. The investor, con- 
sumer, shipper and railway employees must be convinced 
that the revenues of the carriers will be properly con- 
served and used. When this assurance has been made 
wage adjustments may be satisfactorily received by the 
working: forces, much needed additional capital will be 
forthcoming, and the public will be willing and glad to 
sanction any increases in rates necessary to the financial 
rehabilitation of the railroad corporations and to the 
extension of safe and proper transportation facilities. 

Uniformity and centralization in legislation and 
regulation are also essential. Individual investors and 
investment bankers, as well as railway executives and 
operating officials, must know without any element of 
doubt that a certain program when legally sanctioned is 
to be carried to a conclusion without interference from 
any other governmental authority. 

The railway labor problem is a third matter for 
fundamental consideration. Proper facilities must be 
provided for giving full expression and equitable adjust- 
ment to the grievances and requests of transportation 
employees. On the other hand, as in the case of the 
shipper, banker and investor, labor must be made amen- 
able to the regular processes of industrial constitutional- 
ism. Measures must be devised to prevent the normal 
course of trade and industry and the general economic 
well-being of the country from being sacrificed to the 
arbitrary or coercive action of labor organizations. 


Proposals Agreed to 

Legislative suggestions, upon which there seems to 
be substantial agreement, which have been put forward 
for giving a practical application to the fundamental 
needs in the railway situation and bringing about a 
period of constructive reform and development of the 
transportation industry may be described in general 
terms. The complete working out of such a constructive 
program is only a matter of detail. 
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First, it is claimed that there should be com- 
pulsory Federal incorporation of all transportation 
companies doing an interstate business. The al- 
leged advantages of such a law are that it would 
produce centralization in control and regulation, 
and prevent the harassments, wastefulness and un- 
certainty which arise at present from the railroads 
being subjected to the supervision of one national 
and forty-eight state commissions. 

Second, the issue of new securities by railroad 
corporations, as well as all railroad promotions and 
reorganizations, should, it is asserted, before be- 
coming effective, receive the sanction of or be in- 
vestigated by the Interstate Commerce Commission. 
This legislation, it is declared, would improve 
railroad credit, prevent over-capitalization, excessive 
stock bonuses and underwriting commissions, and 
would render possible a showing as to the correct 
relation between railroad earnings and capitaliza- 
tion or property investment. 

Third, the number of members of the Interstate 
Commerce Commission should be increased from 
seven to nine. Although this is a matter of com- 
paratively minor importance, and according to the 
point of view of railroad representatives is not 
fundamental, they are not opposing it. The Inter- 
state Commerce Commission claims that it is essen- 
tial because of increased duties imposed upon the 
commission, especially since the legislation by Con- 
gress requiring a valuation to be made of the rail- 
roads. 

Fourth, it is urged as a more fundamental 
necessity that the Interstate Commerce Commission 
should be permitted by law to divide its work into 
sections to be handled by individual members or 
groups of members. Such a measure, it is stated, 
would expedite business, as well as lead to better 
work, for it would enable the commissioners to , 
become expert on certain subjects. Under the 
present law the commission is required to pass upon 
matters as an organic unit. 

Fifth, the argument is put forward that re- 
gional or district commissions or boards should be 
created under the Interstate Commerce Commission, 
which should be empowered to hold hearings, cor- 
duct investigations and issue orders, with the right 
te contending parties of appeal to and argument 
before the Interstate Commerce Commission. This 
measure, it is claimed, would enable the central 
commission to be freed from the consideration of 
local matters. These regional or district commis- 
sions, it is also pointed out, should handle a large 
number of the matters which now come before the 
State Commissions, but which under a system of 
national incorporation of the railroads would pass 
under the jurisdiction of the Interstate Commerce 
Commission. 


There does not seem to be any serious opposition 
on the part of the railroads or from any other source 
relative to the foregoing legislative proposals. As a 
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matter of fact, so far as the railroads are concerned, 
they seem to be openly advocated. On all sides it seems 
to be conceded that these measures would tend largely 
to meet the defects in the present system of regulation, 
would make more certain the prosperous advancement 
of the transportation industry and its employees and 
would be to the advantage of the general public. 


Other Constructive Suggestions 
There are several other constructive suggestions 
put forward which deserve consideration. The most 
noteworthy of these was the recommendation recently 
made to the Committee on Interstate and Foreign Com- 
merce of the House of Representatives by Mr. Alfred P. 
Thom, counsel for the Advisory Committee of Railway 
Executives, representating between ‘eighty-three and 
eighty-four per cent. of the total railway mileage of the 
United States. This proposal was to the effect that the 
duties of the Interstate Commerce Commission should 
be divided, and a new body created under the name 
of the Railroad Commission, the functions of which 
should be to detect, investigate and correct abuses. Be- 
cause’ of the newness and the far-reaching significance 
of this suggestion, it will be well to quote in part the 
statement of Mr. Thom relative to the reasons the rail- 

road executives had in putting it forward. 


“We shall, therefore,” Mr. Thom said, “put be- 
fore this committee, if it is organized, a plea that 
there shall be a division of powers as now estab- 
lished by law between the Interstate Commerce 
Commission, which shall be the supreme body in 
charge of all of the powers of regulation on ‘appeal 
as to some, and directly as to others, and another 
commission, possibly to be known as the Federal 
Railroad Commission, whose members shall be presi- 
dential appointees, who shall be paid enough to at- 
tract to the public service the best talent and the 
best character in this country; that on that Federal 
Railroad Commission there should be bestowed the 
powers, and of them shall be demanded the duties, 
of detection, of correction and of prosecution, with 
a right, in order to co-ordinate the whole system of 
regulation, to have their conclusions reviewed by the 
Interstate Commerce Commission.” 


Another suggestion recently put forward in the 
form of a bill, which fits in with the prevailing idea as 
to centralization of control, is that a board for regu- 
lating ocean freight rates and shipping, as proposed in 
the so-called Shipping Bill of the present Administra- 
tion, should not be created, but that this authority 
should be conferred on the Interstate Commerce Commis- 
sion. 

From another angle—that of the bond house and 
the investment banker—the attitude seems to be to con- 
sider the difficulties of the railroads in a large measure 
attributable to the tendency for those who are respon- 
sible for bad financing to lay too much stress on the 
claim of inadequate receipts for transportation services, 
and for those who are opposing freight rate advanees 
to lay too much stress upon improper financial practices. 
In order to get railroad financing on a more solid foun- 
dation, two suggestions have emanated from _ these 
sources: (1) the inclusion of sinking fund provisions in 
railroad bonds for the payment in full of railroad mort- 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


October, 1916 


gages and (2) the protection of bondholders by increas- 
ing the powers of trustees, or by giving the bonds a 
voting power and a voice in the management of the rail- 
roads. 


The Labor Problem 

No clear-cut legislative proposals have been sug- 
gested for bringing about a peaceable solution of railway 
labor disputes. Representative business men and ship- 
pers, as well as railroad officials, declare that legisla- 
tion should be had which would safeguard the best in- 
terests of employees and which would also insure trade 
and industry and the general public against strike 
losses. At the same time it is asserted that measures 
should be taken to enable railroad labor costs, freight 
and passenger rates and railroad earnings to be corre- 
lated by the Interstate Commerce Commission. 

The United States Chamber of Commerce has recently 
conducted a referendum vote on the demand of trans- 
portation employees for an eight-hour day, with the re- 
sult that they have recommended to Congress and 
submitted a resolution providing for a thorough investi- 
gation of the controversy by the Interstate Commerce 
Commission. This proposal means, substantially, the 
adoption of the underlying principle of the Canadian 
Industrial Disputes Act—the withholding of a decision 
to strike or to order a lockout until the merits of a case 
have been investigated by an impartial public tribunal. 

The attitude of the railroads in this connection is 
embodied in their recent proposal to their employees that 
the question of an eight-hour day be referred to an 
arbitration board created under the provisions of the 
existing Newlands law, or, on the other hand, be sub- 
mitted to the Interstate Commerce Commission. 

Several arbitration boards, which have been created 
under the Newlands law, to adjust disputes as to wages 
and working conditions, as in the case of the Engineers’ 
Arbitration Board in 1912 and the Conductors and 
Trainmen’s Board in 1913, have recommended the estab- 
lishment of a permanent wage board to pass upon com- 
plaints as to rates of pay and conditions of employment 
with the accompanying inference that the right to strike 
or to use coercive action on the part of employees should 
be abrogated. 

The general tendency of opinion among disinterested 
students and business men would seem, therefore, to 
favor the strengthening of the present method of peace- 
able adjustment of labor matters by arbitration boards 
under the Newlands law, and this failing to advocate 
the settlement of such. disputes substantially by com- 
pulsory arbitration under the auspices of the Interstate 
Commerce Commission or by the creation of a permanent 
wage board. 

No comprehensive constructive program has been 
advocated by railroad employees. They are in general 
opposed to the principle of compulsory arbitration and 
the submission of wage disputes to the Interstate Com- 
merce Commission. During past years they have ac- 
cepted voluntary arbitration by becoming parties to 
arbitration proceedings with single railroads or terri- 
torial groups of railroads under the provisions of the 
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Federal laws. More than twenty-five cases of this kind 
have been passed upon by arbitration boards created 
under the Erdman and Newlands laws. During the ex- 
isting controversy relative to an eight-hour day the 
executives of the railroad brotherhoods have stated that 
they are not opposed to the principle of voluntary ar- 
bitration, but that they have been greatly dissatisfied 
with the results of arbitration proceedings under the 
auspices of the Federal Government. This criticism 
would, therefore, seem to be directed against some 
phases of the existing machinery of the Federal law for 
the judicial adjustment of disputes and not opposed to 
the fundamental principle involved. 

The employees, on the other hand, have definitely 
expressed themselves relative to the necessity of regu- 
lation of railroad security issues, reorganizations and 
promotions, and the general corporate management of the 
carriers. Their justification for this attitude, however, 
is quite different from that of the railroads. Em- 
ployees assert that surplus earnings of the transporta- 
tion industry have been dissipated by improper manage- 
ment or absorbed by unwarranted capital issues, and 
that there is no permanent hope for the economic ad- 
vancement of the railroad workers so long as the finan- 
cial administration of the railroads is unregulated. 


General Inquiry Authorized 

The most favorable factor in the present situation 
is the prospect of an intelligent and early consideration 
of the entire railroad problem. President Wilson in his 
opening address to the present Congress recommended 
that an inquiry be undertaken by a joint committee of 
the House and Senate for the purpose of analyzing the 
present difficulties of the transportation industry. A 
joint resolution was introduced in response to this sug- 
gestion providing for the creation of a committee of five 
Senators and five Representatives to conduct such an in- 
vestigation. This resolution has passed both houses of 
Congress and the membership of the committee has been 
determined. The Senate will be represented by Senators 
Newlands, Brandegee, Underwood, Robinson and Cum- 
mins, and the lower House by Representatives Adamson, 
Esch, Cullop, Sims and Hamilton. Hearings will prob- 
ably be held for all interested parties and independent 
investigations conducted, and in the course of time a con- 
structive legislative program recommended. The joint 
committee has been instructed to render a report to Con- 
gress early next December, but, because of the difficulties 


ORGANIZATION OF INSULAR 


Dr. H. Parker Willis, secretary of the Federal Re- 
serve Board, will land at Vancouver October 6, having 
concluded a six months’ leave of absence, during which 
he organized the new Insular Bank of the Philippine 
Islands. Word has reached Washington that the new 
banking institution is now organized soundly in all its 
departments. 

The Insular Bank of the Philippines is capitalized 
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involved, it is unlikely that the final report of the com- 
mittee will be ready by that time. 


The Strike Situation and President Wilson’s , Proposals 

During the last three weeks of August developments 
in the eight-hour controversy between the railroads and 
their employees culminated, as is well known, in a series 
of legislative proposals by President Wilson. The pri- 
mary object of these recommendations was to avert a 
threatened strike of train-service employees. The six 
propositions suggested, summarily stated, were as fol- 
lows: 


First, to put into effect an eight-hour day as a 
basis for wages and work on all interstate carriers. 

Second, to create a commission of three members 
to compile data relative to the cost of an eight-hour 
day and to report to Congress these facts without 
recommendation. 

Third, to pass pending legislation increasing the 
membership of the Interstate Commerce Commission 
from seven to nine members. 

Fourth, that the Congress indicate its approval 
of an increase in freight rates to provide for any 
additional costs arising from the adoption of an 
eight-hour working day. 

Fifth, to adopt the principle of the Canadian 
Industrial Disputes Act, which makes mandatory an 
impartial investigation and publicity of the facts 
before a strike or lockout may occur. 

Sixth, to authorize the President to draft men 
into the railroad ‘service for the purpose of operating 
the roads in the event of “military necessity.” 


For the purpose of preventing a breakdown in trans- 
portation facilities through, a strike Congress enacted 
into law the first two proposals of President Wilson. No 
action was taken on the other recommendations. With- 
out doubt, however, there well be a complete discussion 
of the railroad problem within the next. twelve months. 
Following the report of the Eight-Hour-Day Commission, 
measures will, it is thought, be formulated and enacted 
making provision for the control of rates of pay and 
working conditions and the peaceable settlement of wage 
disputes. The joint commission of Congress is planning 
to attack the broader aspects of the problem and submit 
recommendations for the proper regulation of the trans- 
portation industry. Under these conditions, a sym- 
metrical, intelligent and sound constructive legislative 
program for the railroads seems to be assured. 


BANK OF THE PHILIPPINES 


at $10,000,000, and the law creating it authorized the 
Insular Government to purchase a majority of the stock. 
In. its structure is embodied in modified form the gen- 
eral outline of the plan upon which the Federal reserve 
system is constructed. The bank at Manila is to serve as 
the center of a number of branches later to be established 
in the business centers of the islands. It supersedes an 
agricultural bank operated for several years. 
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THE SOLIDITY OF THE BANKS OF MEXICO 


By T. W. OSTERHELD 


when stability is again restored in that coun- 

try, will have proved one of the fundamental 
laws of economics; namely, its indestructibility and the 
absolute power of a dollar, when it represents, as it 
does in this case, a dollar of conserved and efficient 
productive labor. Such capital, as shown by the assets 
of these banks in securities and metallic reserves, is not 
subject to destruction by any revolution, or even by 
such a war as is now taking place in Europe. Neither 
do fluctuations in exchange and silver effect it; they 
simply check for the time the efficiency of its earning 
power. Money and its equivalent in securities as man- 
aged by non-wasting productive units, in its finality 
upsets all ordinances that the governing units may desire 
to make with regard to their value. 

In Mexico, from the beginning of the founding of the 
banks to the present day, it will be seen by those who 
have made a study of its history, that their management 
and supervision by the government has been right and 
orderly. Moreover, the system of laws and regulations, 
as enforced by Mexico’s most famous President, aided 
by its foremost financier, Mr. Limantour, and his asso- 
ciates, both foreign and native, has proved to be the 
best that could have been devised for that country. 
What is more vital, in the long years of peace it pro- 
duced men as directors and managers whose loyalty is 
unquestionable and whose skill will prove to have 


Oxy in the hands of the banks of Mexico, 


breught the banks through this great crisis in a sound 
condition, though with the inevitable loss of earnings. 

Herewith are presented two statements for compari- 
son; first, between 1901-1902 and 1911-1912, and second, 
between 1909 and 1915, showing too, the effects of the 
revolution. That of 1916 is not yet available. Note 
by the graphical chart hereto appended, the rise and 
fall in the value of the Banco Nacional, as represented 
by the black lines on the profile, and those of the 
following banks: Londres, Central, Guanajuato, Penin- 
sula and Estado y Mexico. These fluctuations may seem 
contradictory to the above statement, but the facts of the 
case are that very few shares are sold or bought. 
Nacional Bank shares have passed from buyer to seller 
at $75 gold, equivalent to $150 Mexican money or fifty 
pesos premium over $100 par. Some unrecorded sales 
may have been made under the stress of circumstances, 
but the market is entirely nominal. 

This is the manner in which their values are con- 
served, the owners storing or hoarding their securities 
for future profitable returns. This has safeguarded the 
level of their real value. On the other hand, the fluctua- 
tions of the bills of the banks of issue have been violent 
and great. From par of fifty cents gold the issues of 
the Nacional Bank, Londres and States reached levels of 
fifteen cents, eleven cents and eight cents respectively. 
They are now advancing in value each week, against the 
constant decline of revolutionary money from an estab- 


ASSETS 


1902-1903 
$3,345,000. 00 


Fractional currency 


$84,964,260 .31 
3,872,916. 50 
$26,610,122 .82 


1911-1912 


1911-1912 


Increase Decrease 


$52,795,650 
27,228,868 .00 
4,939,742.31 


$52,795,650 .00 
27,228,868 .00 
4,939,742.31 


$88,837,176.81 ||  $26,610,122.82 = 
57,055,422 .63 
32,907,085 .00 
96,343,212 .88 
17,542,981 .84 
545,711,191 .32 


$18,996,949.71 
19,411,596 .31 


16,565,443 . 24 
464,738,250.44 


$850,518,436 .02 $524,132,588.06 


DEBITS 


Stocks and bonds immediately realizable.... . 8,783,724 .09 
1902-1903 


14,283,792. 16 


4,480,489 .02 


Special guarantee 


Deposits more than three days............. 4,575,730.99 


Miscellaneous 133,545,668 . 83 


1911-1912 


$38,150,000 .00 
20,039,729 .48 
15,861,038 . 37 
62,233,336 .93 
49,487,646 .60 
37,236,567 .00 

298,124,260.68 


$524,132,588 .06 


431,669,929. 
$850,518,436. 
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Notes—Upper profile shows the dividend records of the banks as follows: 
“A”—Banco Nacional, 1895 to 1912 
“B”—Banco Londres, 1897 to 1912 
“C”’—Banco Central, 1899 to 1912 
“D”—Guanajuato, 1901 to 1912 
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Comm, 20 Broad Street, New York. Nores—Lower profile shows fluctuations of the following bank shares: 


Banco Nacional, 1882 to 1916 
Banco Londres, 1905 to 1916 

Banco Central, 1905 to 1916 

Banco Guanajuato, 1906 to 1916 

Banco Peninsula, 1910 to 1916 


Banco Estado de Mexico 1906 to 1916 
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lished basis of ten cents per dollar to three and one-half 
cents, at which price they were offered at the time this 
article was written. This phenomenon again is a proof 
of this law of the conservation of value. 

The banking units of Mexico fighting against con- 
fiscation and revolution, by these revolutionary units 


which have converted their debit, due to note circula- 
tion, into credits, in the form of metallic money and 
large gold deposits in this country and Europe. Orig- 
inally issued and sold at fifty cents gold or one dollar 
Mexican currency, they have been rebought between the 


have bought great quantities of their own bills at prices . 


advantage 


In conclusion, it can be said as a maxim that no 
group, or groups, of government units anywhere can set 
up laws arbitrary and empiric that are not quickly and 
effectively destroyed by the only laws that really govern 
value, namely, those exacted by the accumulated power 
of conserved and earned labor in the hands of real 
capitalists and bankers. 


All Amounts in Mexican Dollars @ 


43.50 
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limits of eight cents and seventeen cents. 
no mathematician to see what the result must be to 
the* banks when such chances are given for the most 
skilful units in each community in Mexico to take 
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It requires 


ASSETS 


April 30, 1915 


INCREASE 


April 30, 1909 April 30, 1915 Increase Decrease 
Biotes of other banks... ... .00 9,503,572 .01* 
Treasury notes, 1913. Last quotation 634% 
Creditor current accounts.................. 93,389,001 .05 115,531,704 .75 22,142,703 .70 
74,113,018. 21 139,664,115.27 65,551,097 . 06 
Real estate. 6,959,861 .58 11,816,582 .31 
Fixtures........ oi 873,851.91 809,681.59 64,170.32 
30,629,696. 23 20,003,274 .32 10,626,421.91 
Operation with funds of the Commissioner 


$9,331,267. 76 


DEBITS. 


Authorized capital $118,300,000 .00 


Special guarantee funds 18,082,168 .52 
Deposits more than three days.............. 52,640,122.43 
Miscellaneous creditors.................... 67,590,435 .35 
Croaitore for accounts allowed... 
Creditors 44,198,440. 86 
Securities and accounts in trust............. 238,278,436.84 


Operation with funds of Ex. Com 


(All banks.) 


$115,525,000. 
32,836,277. 
11,542,982. 
31,347,270. 


37,872,914. 
222,588,835. 
48,305,788. 
23,957,223. 
52,979,063. 
160,691,289. 


119,244. 


537,950.00 
119,244.92 


*Bills plus Constitutional currency. 


$738,303,841. 


$168,216,458. 
$9,331,267. 


$158,885,190.63 
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HOW TO READ BANK STATEMENTS 


V—OTHER CENTRAL BANKS 
By SRINIVAS R. WAGEL 


HE Imperial Bank of Russia is of special interest 
T as being the only state bank, in the real sense of 

the word, in the world. The whole of the capital 
of 55,000,000 roubles has been furnished by the govern- 
ment, and all the officials, including the governor,' two 
deputy governors and the council, are government offi- 
cials. The bank is part and parcel of the imperial treas- 
ury, and consequently the government has been able 
to draw upon its funds at all times. With the aid of 
this bank, and the money supplied by France, the Rus- 
sian government has been able to evolve some sort of an 
order out of the chaos of currency which prevailed even 
as late as 1890. 

The accounts of the bank, although resembling those 
of the several state banks, are distinguished by certain 
items which are not to be found anywhere else. On the 
creditor side, the first item is, “Capital 55,000,000 
roubles;” this, as stated above, belongs to the govern- 
ment. The next item is “Notes in circulation,” which in 
the account of October 6, 1915, amounted to 4,766,840,000 
roubles. The notes in circulation have increased in a 
larger proportion in Russia than in any other country, 
principally because Russian finances have never been 
quite sound at any period in history. About 1906, the 
notes in circulation were about a billion roubles and, 
just prior to the war in 1914, the total amounted to 
1,630,000,000; on July 20, 1916, the total was 6,711,- 
550,000 roubles. A very large part of the expenditure 
in this war has had to be financed by increasing the note 
circulation, as, for obvious reasons, a public issue on a 
large scale was out of the question in Russia, which 
has always been a borrower. Tliis bank has also been 
remarkable in another respect, i. e., before the war it 
had more cash, principally gold, than the total of its 
note issue. For instance, on July 1, 1914, the total of 
notes in circulation was 1,630,374,479 roubles, while 
cash totalled 1,816,909,728 roubles. On the face of it, it 
would seem to be an extraordinarily sound position; but 
actually it was not so. The Russian government has 
always been impecunious and managed* largely by 
issuing inconvertible paper. When France decided to 
pour its gold into Russia the government handed over the 
gold to the bank, which called in government paper and 
issued its own. But all the gold is a liability. Before 
the war the bank was bound to redeem its notes in gold, 
and the redemption was guaranteed by the government. 
All gold with the bank, the government, or held abroad 
is now counted as a reserve for notes, while in the latest 
accounts silver and copper coins are also counted as 
reserve. One point should be specially noted. Previous 


to 1914, the note issue was fully covered by cash, not 
because of sound finances on the part of Russia, but 
because there was no need for more currency, as the 
country was without any industry worth mentioning; 
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the whole of the increase in the notes since the war has 
been to help the government to carry ot the campaign, 
principally as the closing of the Dardanelles stopped | 
Russia’s power to export. 

The next item in the accounts is “Deposits, 27,- 
718,000 roubles.” As the country has no foreign trade 
or industry, it is but natural that deposits should be 
very low. “Treasury notes current, 221,962,000 roubles,” 
is the next item. As the government makes payments 
through the bank, and as the latter is simply a part of 
the treasury, there is always a running account, which 
varies with the ability of the officials to send in the 
taxes collected, and the willingness and capacity of the 
people to pay. The total on this account has been as 
low as 13,675,000 roubles in 1906, and as high as 527,- 
896,000 roubles in 1913. “Special accounts and con- 
signations, 349,961,000 roubles,” also refers to the state, 
and principally to accounts which are not paid out 
immediately, but which are ear-marked for certain pur- 
poses. “Current accounts, 745,844,000 roubles,” comes 
next. The total on this account is an increase of over 
500,000,000 roubles on that of any year previous. This 
refers principally to the deposits by individuals and 
merchants. Formerly it was low because, as I have 
stated already, there was no trade of any magnitude 
compared to the resources or extent of the country; but 
the war has led to unexampled activity—the industrial 
effort being directed solely toward keeping up the war 
supplies. Further, in the past, German banking had a 
great hold on Russia and helped, as far as possible, 
whatever industry there was in the country. Since the 


_ war the German banks have all been closed, and the 


deposits have come to the Russian banks, principally the 
state bank. “Mandats non Acquittes, 27,742,000 
roubles,” means simply amounts due but not claimed. 
This happens with all banks, and is usually a very small 
amount. The next item is, “Interest accrued, 94,281,000 
roubles.” This interest is on the war loans, which the 
Russian government has made, as well as interest on 
sums due to foreign countries. In 1914 the total was 
only 39,139,000 roubles. “Miscellaneous account” is 
“35,200,000 roubles.” A bank has usually some accounts 
which cannot be itemized at the moment; but with the 
Russian bank the miscellaneous account sometimes 
amounts to large totals. For instance, on July 1, 1915, 
it amounted to 110,523,644 roubles, i. e., over twice the 
capital. 

As usual, the opening items on the assets side 
refer to the cash. In the account with which we are 
dealing, we have “Gold, 1,591,879,000 roubles,” “Gold 
abroad, 38,362,000 roubles,” and “Silver and copper, 
19,633,000 roubles.” The only part that needs explana- 
tion is “Gold abroad.” As Russia was always a debtor 
nation, and almost periodically borrowed from other 
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countries, she was obliged to have a balance abroad; at 
the same time, she found it advantageous to her credit 
to do so. The gold is held in other countries for two 
reasons: First, to assure interest to bondholders in 
France and England, and next, to maintain the exchange 
rate. Since the war began, the foreign balances of the 
bank were reduced from 144,000,000 roubles to 38,000,000 
roubles. Later on, however, the balances were again 
increased by the arrangements of credit for munition 
purchases with the Bank of England and the Bank of 
France—the total on July 20, 1916, amounting to 
1,876,500,000 roubles. “Bills discounted and other short- 
term securities, 443,839,000 roubles” refers to that part 
of the business of the bank which is more intimately 
connected with trade than any other. The total on this 
head used to be very low, up to 1910; since then, how- 
ever, there has been a great increase—the total business 
done by this bank being only a very small proportion of 
what is usually done by other state and semi-state 
banks. ‘Treasury bonds, 2,555,645,000 roubles” have 
all been newly created since the war. These bonds have 
been given by the Russian government as security for 
the notes. This process is redundant, because the bank 
is a government bank, and there is no real security in 
any case. The loans are divided into several items as. 
“Loans on securities, 746,575,000 roubles”; “Loans on 
merchandise, 73,493,000 roubles”; “Loans to institutions 
de credit populaire, 111,747,000 roubles”; “Loans to 
farmers, 23,026,000 roubles”; “Loans to industry, 9,- 
673,000 roubles”; and “Loans to monts de piete de l’etat, 
18,491,000 roubles.” Loans on securities have increased 
very largely since the war, the total in. the account with 
which we are dealing being 746,575,000 roubles, as 
against 121,349,000 roubles, just prior to the war, 
This increase is due to loans on government bonds issued 
to meet war expenditure; normally, this total is small, 
because Russia is very backward industrially. Being a 
state bank, the Imperial Bank of Russia is fettered by 
no conditions, and hence loans are too freely made to 
serve the objects of a central bank. Loans on merchandise 
and loans to farmers and industry are easily under- 
stood, and amount to small totals. Loans to institu- 
tions de credit populaire are more or less peculiar to 
Russia. As a great majority of the people are poor, such 
institutions are comparatively numerous, and have to 
be helped with funds. Loans to monts de piete de 
Vetat arise out of the fact that in Russia, as in France, 
the state owns the pawnshops. 

The next item in the assets side is “Protested bills, 
5,621,000 roubles.” These bills are mainly held for col- 
lection. “Investments, 138,883,000 roubles” follows next. 
It is very hard to understand what the nature of the 
investments is; but one may rest assured that most of 
them are in the shape of government bonds, principally 
railways, which are state property in Russia. In any 
case, the total is small. The next item is “Miscellaneous, 
149,915,000 roubles.” The miscellaneous account covers 
a very wide range, and is nearly three times as much as 
the capital. This evidently includes the real estate, in- 
terest and also some balances held on account. The last 
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item in the assets side is “Balances of provincial 
branches, 397,766,000 roubles.” This account has rarely 
exceeded 25,000,000 roubles in recent years. Since the 
war it has multiplied. This way of presenting accounts 
does not conduce to clarity. Normally it should mean 
such balances as do not come under any of the above 
heads; unfortunately, it is hard to see how such could 
be the case. It is understood that most of these balances 
are in the shape of the new loan bonds of the govern- 
ment. 


VI—BANQUE DE FRANCE 


When the history of the present war is written at 
some future time, it will be found that full credit is 
due to the Bank of France for the extraordinary help it 
rendered the nation on this occasion of great stress. 
The bank was always able to be of help to the govern- 
ment, and keep the finances from going to pieces. The 
recent advances of the bank to the government have been 
so stupendous in magnitude that one wonders how the 
bank is able to manage it at all. Up to the middle of 
October, 1915, the government had borrowed £289,000,000 
of the bank; this amount the bank provided by the issue 
of notes. Ever since the beginning of the war, the bank 
has proved the financial bulwark of the nation. It has 
not only provided for the running expenses of the govern- 
ment, but has also helped whatever trade and industry 
there is in the country. It would take too much space 
to give a history of the bank, which was founded in 
1800, about 106 years after the founding of the Bank of 
England. For all practical purposes, it has been 
modelled after the Bank of England, although there are 
some very important differences. The governor of the 
bank is appointed by the government, and there are 
not so many restrictions from a business point of view 
as there are in the case of the Bank of England; but 
the government has greater control over the manage- 
ment. The bank is also somewhat of a treasury, and 
is more intimately connected with the government than 
the Bank of England. 

The capital of the bank is 182,500,000 frances. The 
bank was reorganized several times, and its capital in- 
creased. In 1800 the capital was 7,477,441 frances. In 
1810 it was 90,000,000 franes. In 1820, as a result of 
the reorganization consequent upon the close of the 
Napoleonic Wars, the capital was reduced to 67,900,000 
francs; the capital was increased to 92,250,000 francs in 
1850; in 1860 it was increased to 182,500,000 frances, at 
which figure it has remained. The reserve fund has 
been more or less stationary during the past twenty 
years. In view of the strength of its position, and the 
extraordinary amount of its cash reserve, the bank has 
not felt the necessity of adding to its reserves. The 
reserve fund is 42,963,892 frances. 

The “Notes in circulation” were to the value of 
“13,752,143,320 francs,” as against 6,683,184,785 francs 
on the day before the outbreak of the war. Since 
October 14, 1915, the notes in circulation have been 
added to still further, the total on June 29, 1916, being 
15,805,619,000 francs. The note issues of the Bank of 
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France have always been popular, and at no period in 
its history have its notes depreciated. The bank is not 
compelled to cancel notes when it loses gold. Normally, 
it has always had a very large reserve and comparatively 
limited note circulation. For instance, at the close of 
1911 the bank had 4,018,653,508 frances of cash, of which 
811,600,000 francs were in silver, while the note cir- 
culation was only 5,268,847,065 francs. In 1913 the 
bank had 3,517,392,630 francs in gold and 640,063,000 
in silver; while the note circulation was *5,713,551,290 
frances. In this connection, it must be noted that, of 
the important industrial countries of Europe, France 
alone maintains bi-metallism; hence silver as a reserve 
is perfectly justified. Although there is no limit te the 
issue of notes by the bank, increases beyond certain 
amounts must have the authorization of the government. 
The limit has been increased three times since the be- 
ginning of the war—the last time when the note issue 
exceeded thrice the amount of cash. The statement of 
June 29, 1916, shows 4,762,192,000 frances gold and 
342,930,000 franes silver; while the note circulation was 
15,805,619,000 francs. A very large part of the issue 
was necessitated by the advances to the government. As 
we will see later on, the advances on October 14, 1915, 
totalled 7,433,000,000 francs, i. e., more than half the 
issue. The next item in the accounts is “Government 
deposits, 59,434,589 francs”; this item is subject to large 
variations. For instance, the amount was 450,466,000 
franes on December 31, 1914, and 382,561,000 francs on 
July 30, 1914. It simply means that these sums stood 
to the credit of the government on certain dates; and 
they are mostly on current account. “Other deposits, 
2,693,663,388 francs” is an extraordinary total and the 
increase is practically all due to the war. In the pre- 
war accounts, the largest total was that of December 
31, 1913, 731,726,000 frances. The reason why these 
“other deposits” were comparatively small was that the 
bank did very little of industrial business, at least not 
as much as the Bank of England. Industry in France 
has always been of much less magnitude than industry 
in England or Germany. The bank’s rate of discount 
has always been low and, up to a very recent date, the 
bank looked mainly to the government for its profits. 
Being the central bank of a nation of thrifty peasant- 
proprietors, the bank always took care to keep its rate 
of discount low, and only twice in its history has the 
rate been as high as ten per cent. In spite of the fact 
that London was the money center of the world, the rate 
of discount of the Bank of France was usually about 
one-half of one per cent. lower than that of the Bank 
of England. Naturally the deposits did not come to the 
bank. Since the war, however, the deposits have begun 
to flow into the bank for obvious reasons. The rate of 
discount for some time has been the same as that of 
the Bank of England; hence the total is four times as 
much as in normal times. Further, as the bank is 
intimately connected with the war loans, and as it ad- 
vances funds to the government, it is but natural that 
people should bring in their money to the bank, instead 
of depositing it with other institutions—the latter hav- 
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ing little use for the funds on account of the war. The 
next item in the account is “Miscellaneous, 363,771,416 
frances.” 

As usual, the first and most important item in the 
assets side is cash—composed of gold 4,647,366,645 
francs, and silver 363,267,933 frances. In the account of 
June 29, 1916, cash was composed of gold, 4,752.192,000 
frances, ana silver 343,939,000 francs. The bank has 
always been noted for its gold reserves. Before the war 
the Bank of France was noted for the possession of a 
reserve second only to that of Russia; besides, the Rus- 
sian reserve has had little meaning, because it was com- 
posed principally of gold supplied by France. While 
the reserve of the Bank of France was useful to inter- 
national commerce, the reserves of the Bank of Russia 
have never been so. For instance, in the crisis of 1907, 
far more harm would have resulted to business in the 
United States but for the despatch from London of gold 
received from the Bank of France. Many a time in the 
financial crises of the world, the Bank of France has 
rendered help which would never have been possible but 
for its extraordinarily large reserve of gold. Up to 
1890, France had more silver than gold. Since then 
gold has increased, while there was a proportionate 
reduction in silver. Gold passed the two billion mark 
in 1900 and was over three and one-half billion at the 
close of 1913. The gold.reserve would have been much 
larger but for the fact that France, like England, had 
to send fairly large amounts for purchases in the United 
States, as also to other neutral countries. The silver 
reserve is'about one-half the total just prior to the war; 
the reduction was due to the withdrawal of gold from 
circulation and substitution of silver. 

A new item which has entered weekly statements 
since the war is “Foreign balances.” In the account 
with which we are dealing the total is given as “1,016,- 
622,920 francs.” These balances are composed of credits 
established in other countries in favor of France, as well 
as amounts due on loans or some other arrangements, 
as exist at present, between France and England, or 
France and the United States. French-owned American 
securities in large amounts have been sold here and the 
amounts credited to France. The amounts go under 
foreign balances. The next item, “Investments, 414,- 
322,299 francs” needs but little explanation. “Advances 
to the government, 7,430,000,000 francs,” follows next. 
These advances are not altogether new to the accounts 
of the bank; but the total since the war is something 
altogether novel. On July 30, 1914, advances to the 
government were to the total of 200,000,000 francs; there 
has always been some amount to the credit of this item, 
because of the intimate connection of the bank with the 
government. The total never reached unwieldy propor- 
tions, as the bank also received money on government 
account. Since the war, as is well known, expenditure 
has been several-fold that of the revenue, and the bank 
has had to provide a good part of it. There is always 
an interval between spending the money and raising it 
in the shape of loans—during that interval the bank 
has to meet all expenses. For instance, up to October 
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14, 1915, the total of loans was only 15,000,000,000 
francs, while the bank had advanced 7,430,000,000 francs. 
Owing to the fact that loan consolidation is proceeding 
better at present, the advances in recent accounts do not 
bear the same proportion to the loans as on or before 
October 14, 1915. 

“Bills discounted” were to the total value of 2,219,- 
846,825 francs. At the close of 1914, it was up to three 
and three-quarter billions; since then it has stood 
around about the two billion level. Previous to the war, 
the amount used to be about one and one-half billion. 
The increase is not strange in view of the fact that 
deposits with the bank have increased in even a larger 
ratio. “Advances, 582,272,169 frances” show a slight 
reduction on the totals previous to the war. The differ- 
ence, however, is not of enough importance to need 
special comment. The last item in the account is “Mis- 
cellaneous, 420,777,814 frances,” which includes bank 
premises, and balances of different accounts, and sets off 
the miscellaneous item in the liability side. 

The profits and loss account of the Bank of France 
is interesting in view of some special items, although the 
account, on the whole, does not differ much from that of 
other banks. The following are the headings on the 
income side for the second half of the year 1914: Re- 
discount of the previous six months; surplus of profits 
not distributed in the last six months; arrears of secur- 
ities belonging to the bank; discount; interest on ad- 
vances or obligations; interest on advances on bullion 
and coin; interest on advances to the state; interest on 
notes postponed; commission on collection of bills for 
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cash; commission on promissory notes, checks and clear- 
ing; commission on obligations negotiated; various com- 
missions on advances; fees for safe keeping; various 
commissions on deposits; overdue interest on bills pro- 
tested and various commissions; and payments on dis- 
honored bills redeemed. It is needless to state that in- 
terest on advances or obligations, discount, interest on 
notes postponed, and interest on advances to the state 
yield more than three-fourths of the total income. 

On the eXpenditure side, taxes comprise the follow- 
ing: Direct taxes; stamp tax on circulation; stamp tax 
on shares; tax of four per cent. on the dividend; royalty 
to the state (law of November 17, 1897) ; royalty to the 
state on interest and advances to the state (law of 
August 5, and December 26, 1914); royalty to the state 
on income from the increase in the rate of discount above 
five per cent.; and taxes of four per cent. on interest 
and advances to companies. The other items of expendi- 
ture are: Payment to the committee of national relief; 
cost of transportation of specie and notes; expenses of 
administration, including the extraordinary expenses on 
account of the war; re-discount of Paris and French 
banks; provision for the enlargement of the central bank 
building; creation of district bureaus in Paris, and 
building expenses of the branch banks; allotment to the 
Employees’ Reserve fund; provision for notes dis- 
honored; special annual allowance to the staff; gross 
dividend of 95.75 franes per share; allocation from 
profits to the firm funds (laws of July 9, 1857, and 
November 17, 1897); and carried forward to new 
account. 


James, T. L., director Lincoln National Bank, New 
York, N. Y. 

King, John A., director Fort Dearborn National Bank, 
Chicago, Il. 

Lewis, William C., secretary and treasurer Johnstown 
Savings Bank, Johnstown, Pa. 

Marks, Martin A., director First National Bank and 
First Trust and Savings Company, Cleveland, Ohio. 

Price, A. B., assistant cashier Wells Fargo Nevada Na- 
tional Bank, San Francisco, Cal. 

Rogers, George R., director First National Bank, Hunt- 
ington, N. Y. 

Sammons, B. C., vice-president Corn Exchange National 
Bank, Chicago, Il. 

Sedgwick, Henry, president Lenox National Bank, Lenox, 
Mass. 

Sinclair, John J., director Bowery Savings Bank and 
Second National Bank, New York, N. Y. 

Stanton, Frank MeMillan, director Houghton National 
Bank, Houghton, Mich. 

Taff, David J., trustee Dry Dock Savings Institution, 
New York, N. Y. 

Urquhart, James A., cashier and director Coffman, 
Dobson and Company, Chehalis, Wash. 

Van Buskirk, Daniel, president Exchange Bank, Roann, 


Ind. 
Wilson, J. H., director Union National Bank, Pittsburgh, 
Pa. 
Zabriskie, A. C., director Poughkeepsie Trust Company, 
Poughkeepsie, N. Y. 
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INTERPRETING AND APPLYING THE KERN AMENDMENT 


Liberal interpretation by the Federal Reserve 
Board of the Kern amendment to the Clayton Act, 
authorizing interlocking directorates among banks in 
certain cases, has given such general satisfaction among 
the banks of the country that very few of the unsuccess- 
ful applicants for permission to serve on more than one 
directorate are disposed to contest the Board’s decisions. 
This is emphasized by the fact that less than a score of 
rejected ‘applicants have asked permission to appear 
before the Board and argue for new decisions in the 
hearing which the Board fixed for October 3. The Board 
has passed in all upon 679 applications, rendering favor- 
able decisions in 556 cases and denying 123 applications. 
The applications granted are, in accordance with the 
terms of the Kern amendment, subject to revocation by 
the Federal Reserve Board. The Board has several 
other applications still pending. 

The Clayton Act, as originally enacted, prohibited 
directors of member banks of the Federal reserve system 
from serving as directors in other banking institutions, 
except in certain specific cases; the purpose of the Act 
being, in the language of the Judiciary Committee of 
the House, “to prevent as far as possible control of great 
aggregations of money and capital through the medium 
of common directors between banks and banking asso- 
ciations, the object being to prevent the concentration 
of money or its distribution through a system of inter- 
locking directorates.” 

The Kern amendment to the Clayton Act provides 
that with the consent of the Federal Reserve Board, an 
officer, director or employee of a member bank may serve 


as officer, director or employee of not more than two 
other banks if such other bank or banks are not in “sub- 


stantial competition” with such member bank. In 
passing upon the applications, the Board has given 
careful consideration to the facts submitted by the appli- 


cants, and to the reports and recommendations of the 
Federal reserve agents of the respective districts. 

Here is an authoritative statement of the Board’s 
policy: 

“The Board has considered each case on its own 
merits, but has taken the general position that the mere 
purchase by two banks of commercial paper in the open 
market, or the making of time or demand loans on col- 
lateral securities having a wide market, or the purchas- 
ing of such securities, need not necessarily or invari- 
ably be considered as indicating ‘substantial competi- 
tion’ within the meaning of the Kern amendment. It 
is, however, the view of the Board that ‘substantial 
competition’ must be held to exist in cases where the 
resources of the banks are of such magnitude or of such 
character that the ability of the banks jointly to grant 
or to withhold credit, or otherwise to influence the con- 
ditions under which credit may be obtained, might con- 
stitute them a dominant factor in the general loan 
market, even though the character of the deposits car- 
ried by the institutions in question might be quite 
different. 

“In drawing the distinction in various cities, no 
fixed rule as to amount of assets could be applied, as 
different lines of demarcation had to be observed, sug- 
gested by the relative importance of the financial in- 
stitutions involved and the character and scope of the 
markets in which they operate.” 

The following is a statement of the applications 
granted and denied in each Federal reserve district: 


Granted Denied Granted Denied 
Boston ...... 35 15 Chicago ..... 44 8 
New York... .134 48 2 
Philadelphia . 85 9 Minneapolis . 10 0 
Cleveland ...101 8 Kansas City.. 15 1 
Richmond ... 49 28 0 
Atlanta ..... 8 1 San Francisco 68 3 


DRAFTS FOR MEMBERSHIP DUES 1916-17 


On September 1 the Treasurer of the American 
Bankers Association, E. M. Wing, forwarded to all, 
members through the Batavian National Bank, La Crosse, 
Wis., drafts on account of dues for the present fiscal 
year. Many of these drafts have already been honored 
and the members who have not paid their dues are re- 
quested to remit promptly to the Treasurer, care of the 
Batavian National Bank, La Crosse, Wis., in New York, 
Chicago or St. Louis funds, and a celluloid insert show- 
ing dues paid to September 1, 1917, will then be for- 
warded, which can be placed in the metal sign indicating 
membership. 

The necessity of displaying the membership sign in 


a conspicuous place, like the paying teller’s window, is 
strongly urged upon members. It acts as a warning to 
criminals who might otherwise commit depredations 
upon them, and it is therefore a protection—for it is a 
known fact that the sign is respected by criminals. 

If it happens that a member has misplaced the sign, 
the office of the Association should be informed so that 
a duplicate may be forwarded. 

Members are reminded of the small confidential book- 
let bound in paper cover which measures 6% by 3% 
inches. It contains interesting and important informa- 
tion bearing on operations of criminals, and rules of the 
Protective Committee. 
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Adams, Raymond, New York City. 

Allen, Charles G., vice-president and cashier Portland 
National Bank, Portland, Me. 

Ayres, J. D., vice-president Bank of Pittsburgh, N. A., 
Pittsburgh, Pa. 

Bartlett, George D., secretary Wisconsin Bankers Asso- 
ciation, Milwaukee, Wis. 

Bean, Robert H., treasurer Casco-Mercantile Trust Co., 
Portland, Me. 

Beauchamt, Harold, chairman Bank of New Zealand, 
Wellington, N. Z. 

Benner, Harry C., Old Colony Trust Co., Boston, Mass. 

Bishop, A. G., president Genesee County Savings Bank, 
Flint, Mich. 

Bradbury, E. B., Commercial National Bank, Kansas 
City, Kan. 

Bucher, Lawrence, Dayton Savings & Trust Co., Day- 
ton, Ohio. 

Christie, Gerald E., Swartwout & Appenzellar, New 
York City. 

Clement, John B., vice-president and treasurer Central 
Trust Co., Camden, N. J. 

Evans, Montgomery, president Norristown Trust Co., 
Norristown, Pa. 

Feathers, William C., cashier Manufacturers National 
Bank, Troy, N. Y. 

Gabriel, W. F., Wells-Fargo Nevada National Bank, 
San Francisco, Cal. Secretary San Francisco Chap- 
ter A. I. B. 

Goldwater, Morris, secretary Arizona Bankers Associa- 
tion, Prescott, Ariz. 

Hart, N. G., Royal Bank of Canada, New York City. 

Hawkins, N. A., Detroit, Mich. 

Hazen, C. A., editor The Financier, New York City. 

Hebbard, Albert F., National City Bank, New York City. 

Hord, John 8., president Bank of the Philippine Islands, 
Manila, P. I. 

Houston, F. K., vice-president Third National Bank, 
St. Louis, Mo. 

Hovey, George S., president Inter-State National Bank, 
Kansas City, Mo. 

Kempers, Dan R., National Exchange Bank, Milwaukee, 
Wis. 

Kramer, W. B., First National Bank, Scranton, Pa. 

. Wilton, Bankers Trust Company, New York 


City, Kan. 

McGrail, W. B., Brooklyn, N. Y. 

MacMichael, R. H., bond manager Dexter Horton Na- 
tional Bank, Seattle, Wash. 

MeNally, R. F., vice-president Mississippi Valley Trust 
Company, St. Louis, Mo. 


Marshall, J. Harry, Rhode Island Hospital Trust Com- 
pany, Providence, R. I. 

Marshall, Mrs. J. H., Providence, R. I. 

Mooney, Neil, assistant general passenger agent New 
York Central Railroad, New York City. 

Mortimer, Frank C., San Francisco, Cal. 

O’Toole, J. M., cashier First National 
Amboy, N. J. 

Palmer, EK. G., Shreveport, La. 

Partridge, L. W., Denver, Colo. 

Philip James P., President Catskill 
Catskill, N. Y. 

Pierson, Lewis E., 
New York City. 

Pizzini, Andrew, J., New York City. 

Pugsley, C. A., president Westchester County National 
Bank, Peekskill, N. Y. 

Rappold, Edgar, Germania National Bank, Milwaukee, 
Wis. 

Reid, S. T., president Converse Savings Bank, Con- 
verse, S. C. 

Sadd, W. A., president 
Chattanooga, Tenn. 

Sammons, Edward C., assistant cashier 
National Bank, Portland, Ore. 

Smith, E. K., president Commercial 
Shreveport, La, 

Steinfeld, Albert, president Consolidated National Bank, 
Tueson, Ariz. 

Stevens, Charles W., Old Colony Trust Co., Boston, 
Mass. Secretary and treasurer Boston Chapter A. 

Strong, L. 
City. 

Taylor, W. H., 
N. J. 

Thomson, J. C., auditor North Western National Bank, 
Minneapolis, Minn. 

Tompkins, William C., auditor Third National Bank, 
St. Louis, Mo. 

Tubbs, Edwin C., auditor Fort Dearborn National Bank, 
Chicago, 

Von Engelken, F. 
ington, D. C. 

Vosburgh, L. F., general passenger agent New York 
Central Railroad, New York City. 

Walker, Harry B., Commerce ‘Trust Company, Kansas 
City, Mo. 

Walker, Lillian, Brooklyn, N. Y. 

Willits, F. E., president Glen Cove Bank, 

Wilson, E. B., vice-president First Trust & Savings 
Bank, Des Moines, Iowa. 


Bank, Perth 


National Bank, 


chairman Irving National Bank, 


Chattanooga Savings Bank, 
Lumbermans 


National Bank, 


R., Knauth, Nached & Kuhne, New York 


eashier First National Bank, Somerville, 


J. H., Director of the Mint, Wash- 


tlen Cove, 


BILL OF LADING ACT IN HANDY FORM 


The complete text of the Federal Bill of Lading 
Act (Pomerene Act), relating to uniform bills of lading 
in interstate and foreign commerce, has been published 
in pamphlet form by the Irving National Bank of New 
York, together with an analysis and an index. Thus 
arranged, it is handy for reference and the analysis is 
of material assistance in interpreting the provisions. 


The publication of such a pamphlet by the Irving Na- 
tional Bank, of which Lewis E. Pierson is chairman of 
the board of directors, is peculiarly appropriate, as Mr. 
Pierson was chairman of the Committee on Bills of La- 
ding of the American Bankers Association for several 
years and did considerable work in the direction of the 
desired reforms. 
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LEGAL ‘DEPARTMENT 


THOMAS B. PATON, GENERAL COUNSEL 


CHECKS WITHOUT FUNDS 


The legislatures of Mississippi and Rhode Island 
have, this year, enacted the bill recommended by our 
Association to punish the giving of checks without suf- 


ficient funds to meet them. In both states, however, 


modifications have been made in our proposed draft, 


which have weakened the law. In Mississippi, it is 


made a condition to conviction that money or some- 


thing of value must be obtained upon the check; that 


the check must be presented by the payee or holder 
within thirty days from its date, and the law also 
permits the drawer to pay the check within ten days 
after receipt of written notice of its non-payment, upon 
which he escapes the penal consequences of the act. 
In the Rhode Island law, there is also a provision to 
the effect that if the maker deposits with the drawee 
the amount due on the overdraft. within seven days 
after he receives notice that it has not been paid, 


this will relieve him. Provisions of this kind are in 


the nature of compounding a felony. Following are the 


full texts of the Mississippi and Rhode Island laws: 


MISSISSIPPI: 


Section 1. That any person, acting for himself 
or another, who with intent to defraud shall obtain 
money, credit, goods, wares, or anything of value 
by means of making or drawing, or uttering or 
delivering any check, draft or order for the payment 
of money upon any bank or other depository, know- 
ing at the time of making or drawing such check, 
draft or order, or of the uttering or delivering of 
same, that he has not sufficient funds in or credit 
with such bank or other depository for the payment 
of such check, drafts or order in full, upon its pre- 
sentation, provided that all such checks, drafts or 
orders shall be presented by the payee or assignee 
thereof to such bank or depository for payment 
within thirty days from the date of said draft, 
check or order, shall be guilty of a misdemeanor, if 
the amount of such check, draft or order be under 
$25, and he shall be guilty of a felony if the amount 
of such check, draft or order be $25 or more, and 
upon conviction thereof shall be punished as in other 
cases for obtaining money or goods under false 
pretenses. The failure of the person drawing, utter- 
ing or delivering such check, draft or order to pay 
or have paid the amount of same within ten days 
after receipt by him of written notice of its non- 
payment upon presentation, shall be prima facie 
evidence of obtaining the amount of said check, draft 
or order, or of the goods or other property obtained 
by the giving of said check, draft or order by the 
person giving or drawing or uttering same, under 
false pretenses, within the meaning of this act, and 
mailing, postpaid, to the post office address of the 
maker, drawer or utterer of such check, draft or 
order, shall be prima facie evidence of the receipt of 
such notice. 


See. 2. That the word “credit” as used herein 
shall be construed to mean an arrangement or un- 
derstanding with the bank or other depository for 
the payment of such check, draft or order. 


See. 3. That all laws or parts of laws in con- 
flict with the provisions of this act be, and the same 
are hereby repealed. 


See. 4. That this act take effect and be in force 
from and after its passage. 


Approved February 12, 1916. 


RHODE ISLAND: 


Section 1. Section 19 of Chapter 237 of the 
General Laws is hereby amended so as to read as 
follows: 


“Sec. 19. Any person who, with intent to 
defraud, shall make, draw, utter or deliver any 
check, draft or order for the payment of money upon 
any bank, savings bank, trust company or other de- 
positary, knowing at the time of such making, 
drawing, uttering or delivering that the maker or 
drawer has not sufficient funds in, or credit with, 
such bank, savings bank, trust company or other 
depositary for the payment of such check, draft or 
order, in full, upon its presentation, shall, upon con- 
viction thereof, be fined not more than one thousand 
dollars or be imprisoned not exceeding one year, or 
both such fine and imprisonment. The word ‘credit’ 
as used herein shall be construed to mean an ar- 
rangement or understanding with the bank, savings 
bank, trust company or other depositary for the pay- 
ment of such check, draft or order. Any person 
violating any of the provisions hereof may be prose- 
cuted and proceeded against in any judicial district 
or in any county in which the offence was com- 
mitted, or in which such check, draft or order was 
uttered or delivered. 


“As against the maker or drawer thereof, the 
making, drawing, uttering or delivering of a check, 
draft or order for the payment of money upon any 
bank, savings bank, trust company or other deposi- 
tary, payment of which is refused by the drawee 
for the reason that the maker or drawer has not 
sufficient funds in, or credit with, such bank, savings 
bank, trust company or other depositary for the 
payment of such check, draft or order in full upon 
its presentation, shall be prima facie evidence of 
intent to defraud within the meaning hereof: Pro- 
vided, that the same shall not be prima facie evi- 
dence of intent to defraud within the meaning here- 
of if such maker or drawer shall pay such check, 
draft or order, or deposit and leave with the drawee 
for the payment of the same the amount due thereon, 
within seven days after he receives notice verbal or 
written, that such check, draft or order has not been 
paid by the drawee.” 


Sec. 2. 
sage. 


This act shall take effect upon its pas- 
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Under the law as declared by a majority of the 
courts, a collecting bank which mails a check direct to 
the drawee, is negligent and if loss results, the forward- 
ing bank is responsible. The legislature of Louisiana 
has this year passed a law under which banks are 
authorized to forward checks direct to the drawee. It 
is as follows: 

Sec. 1. That any banking association, savings 


bank or trust company, receiving for collection or 
deposit any check, note, draft or other similar in- 
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strument, may send such item for collection directly 
to the bank on which it is drawn, or at which it is 
made payable, and the failure of the bank, either 
because of its insolvency or otherwise, to which such 
item is sent for collection, to account for the pro- 
ceeds thereof, shall not render the forwarding bank 
liable therefor. 


Sec. 2. Be it further enacted, ete., That all 
laws or parts of laws in conflict herewith, be, and 
the same are hereby repealed. 


Approved July 5, 1916. 


\ 


STATE ACCEPTANCE LAWS 


The states of Georgia, Massachusetts and Virginia 
have, this’ year, passed laws authorizing. banks and 
trust companies to accept drafts and bills of exchange 
and to issue letters of credit authorizing the drawing 
of such drafts, within certain limitations. Copies of 
these laws are as follows: 


GEORGIA: 

Section I. Be it enacted by the General As- 
sembly of the state of Georgia, and it is hereby 
enacted by authority of the same, that from and 
after the passage of this act, all banks heretofore 
or hereafter created and doing business under the 
laws of this state, and all trust companies hereto- 
fore or hereafter created under the laws of this state 
and doing a banking business by the authority of the 
laws of this state, are hereby authorized to accept 
drafts or bills of exchange drawn upon them by their 
customers having not more than six months sight 
to run, and to issue letters of credit authorizing the 
holders thereof to draw drafts or bills of exchange 
upon them or their correspondents, having not more 
than six months sight to run; provided that no 
letter of credit or acceptance shall be issued by any 
bank or trust company in the state of Georgia, ex- 
cept against marketable collateral; to be specified 
in the face of such acceptance or letter of credit. 


Section II. Be it further enacted by the author- 
ity aforesaid, that all drafts or bills of exchange so 
accepted by any bank or trust company shall be 
immediately entered upon the books thereof, and 
shall appear in all of the statements and reports 
made or furnished by such bank or trust company. 


Section III. Be it further enacted that all laws 
or parts of laws in conflict with this act be and 
the same are hereby repealed. 

Approved August 14, 1916. 


MASSACHUSETTS : 

Section 1. Any trust company incorporated 
under the laws of this commonwealth shall have 
power, subject to such restrictions as may be im- 
posed by the bank commissioner, to accept for pay- 
ment at a future date drafts and bills of exchange 
drawn upon it, and to issue letters of credit au- 

thorizing holders thereof to draw drafts upon it, or 


its correspondents, at sight or on time: provided, 
that such acceptances or drafts be based upon actual 
values, but no trust company shall accept such bills 
or drafts to an aggregate amount exceeding at any 
one time one-half of its paid-up capital and surplus, 
except with the approval of the bank commissioner, 
and in no case to an aggregate amount in excess of 
its capital and surplus. 


Section 2. Chapter one hundred and sixteen of 
the Revised Laws is hereby amended by striking out 
section thirty-four and inserting in place thereof 
the following—Section 34. The total liabilities of 
a person, other than cities or towns, including in the 
liabilities of a firm the liabilities of its several 
members, for money borrowed from and drafts drawn 
on any such corporation having a capital stock of 
five hundred thousand dollars or more shall at no 
time exceed one-fifth part of the surplus account 
and of such amount of the capital stock of such 
corporation as is actually paid up. Such total lia- 
bilities to any such corporation having a capital 
stock of less than five hundred thousand dollars 
shall at no time exceed one-fifth of such amount of 
the capital stock of the corporation as is actually 
paid up; but the discount of bills of exchange drawn 
in good faith against actually existing values, and 
the discount of commercial or business paper ac- 
tually owned by the person negotiating it, shall not 
be considered as money borrowed. 


Section 3. 
passage. 
Approved April 18, 1916. 


This act shall take effect upon its 


VIRGINIA: 
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“That any bank or trust company doing busi- 
ness in this state shall have power to accept for 
ayment at a future date, drafts drawn upon it by 
its customers and to issue letters of credit authoriz- 
ing the holders thereof to draw drafts upon it or 
upon its correspondents at sight or on time not 
exceeding one year. Provided, that the total amount 
of such drafts so accepted or letters of credit so 
issued for any one person, firm or corporation, shall 
not at any time exceed ten per centum of the capital 
and surplus of the accepting or issuing bank or trust 
company.” 


Chapter 298. 
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OPINIONS OF THE GENERAL COUNSEL 


OVERDRAFT BY DIRECTOR 


Where director receives certificate of deposit in excess of 
account, question considered whether such transac- 
tion violates a statute making it criminal for a direc- 
tor to overdraw his account. 


From New Jersey—The director of a banking insti- 
tution, having on deposit there a certain sum, induces 
an officer to issue to him certificates of deposit for an 
amount greatly in excess of the amount which he has on 
deposit, without passing any consideration to make up 
the difference. Does this constitute an overdraft within 
the meaning of a statute, making it a crime for the 
director to “overdraw” his account? 


The New Jersey statute provides that any director, 
officer, etc., “who shall knowingly overdraw his ac- 
count with a corporation of which he shall be a director, 
cashier, bookkeeper or‘other officer, employee or agent, 
for his own private use and benefit, or shall purloin, 
embezzle or convert to his own use any money, bank bill 
or note, the property of said corporation, with intent to 
defraud the said corporation or wrongfully to make use 
of the same * * * ghall be guilty of high misde- 
meanor.” Comp. Stat. N. J. 1910, Sec. 171. 

It has been held that the evil intended to be reme- 
died by this statute was the practice of bank officers 
knowingly overdrawing their accounts, without regard 
to their intention in so doing, and that fraudulent intent 
constitutes no part of the offense and need not be charged 
in the indictment. State v. Stimson, 24 N. J. L. 478. 

In the case submitted by you, the director’s account 
was not overdrawn by check on the bank paid in actual 
money, but assuming the certificate of deposit was a 
negotiable instrument, it was virtually the same as 
money received by the director in excess of his deposit, 
and I think it might be reasonably held that this trans- 
action constituted a violation of the provision against 
overdrawing, for the director made an oral order or 
draft upon his account in excess of his credit for which 
he received payment in the bank’s negotiable certificates 
of deposit. 

I do not think it would be necessary to show that 
the actual money was paid him, to constitute the offense. 
In Norton v. United States, 205 Fed. 593, the president 
of a national bank was indicted for misappropriating the 
funds of the bank. A check for $9,000 was drawn on 
the bank by another bank, the drawer having no credit, 
and this was paid by the president by four drafts in 
favor of customers of the drawer bank. It was argued 
that this constituted, not a misapplication but a mere 
matter of bookkeeping in relation to giving credits. The 
court said: “It is true that the mere giving of a wrong 
credit upon the books of a bank would not of itself con- 
stitute misappropriation; but in this case, it was not a 
matter of mere credit but the bank issued to third parties 
its drafts or checks, which were equivalent to money, and 
the misappropriation took place when such drafts were 


issued in payment of the $9,000 draft and not when the 
four drafts were ultimately paid.” 

Equally in the present case the issuing to the di- 
rector of the bank’s negotiable certificates of deposit 
which were equivalent to money, constituted a payment 
to the director chargeable to his account at the time 
of issue and would, I think, be held overdrafts in viola- 
tion of the statute, the same as if the director had drawn 
his checks against an insufficient credit, and induced the 
officer to pay them. It would seem that the receipt of 
such certificates of deposit might also be held to consti- 
tute a violation by the director of the provision against 
converting to his own use, money, bills or notes, the 
property of the bank. 


TRANSFER OF STOCK OF DECEDENT 


Administratrix entitled to transfer of decedent’s stock 
upon delivering bank. authenticated copy of letters of 
administration, but where no will and no adminis- 
trator appointed, next of kin not entitled to transfer 
in absence of court order. 


From Oklahoma—Two or three years ago one of our 
stockholders died and left no will. No administrator has 
been appointed to administer the affairs of his estate and 
we have lately been asked by his son to transfer the stock 
held by his father to the son. We refused on the ground 
that to do so would be acting outside our province inas- 
much as some legal action would be necessary on the part 
of the estate before we could under the law transfer the 
stock. 

Another stockholder died and subsequently his widow 
was appointed as administratrix. She wanted the stock 
transferred to her and indorsed the stock to this effect 
as administratrix. We -likewise refused to make the 
transfer, asking her to supply us with an order from the 
court. 

Will you kindly advise if our action in the above 
cases was correct. 


In the case first stated, your bank properly refused 
to transfer the stock of the decedent to his son, without 
his producing some authority from the court evidencing 
his right to the transfer. Ordinarily, when a person 
dies without making a will, it is necessary that letters 
of administration be issued upon his estate; although 
the courts in their discretion sometimes decree a dis- 
tribution of an estate without the necessity of adminis- 
tration, where it is shown the decedent left no debts. 
But whatever the facts as to the estate in question, 
transfer of the stock without some form of judicial au- 
thority was properly refused. 

In the second case submitted, however, the widow 
having been duly appointed administratrix of her de- 
ceased husband’s estate, succeeded to the legal title and 
as a matter of right was entitled to a transfer of the 
shares standing in the name of her deceased husband. It 
was not necessary for her to procure an order of court, 
the issue of letters of administratioh to her being all that 
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was necessary, and upon delivering to the bank a certified 
copy of the letters of administration, the stock should 
have been transferred. 


CHECK GIVEN FOR GAMBLING DEBT 


Innocent purchaser of check or note, given for gambling 
debt and declared void by state statute, had no right 
of recovery at common law—Decisions conflict 
whether Negotiable Instruments Act protects holder 
in due course in such cases. 


From West Virginia—A gave a check to B on 
another bank in this place, which we cashed, knowing 
A’s signature and slightly knowing B. A stopped pay- 
ment on the check, which we protested. Later A notified 
us that it was given for a gambling debt and he did not 
care to pay it. When we notified him that it amounted 
to our losing the money he stated that before we should 
lose it he would pay; we have been after him several 
times and he refuses. He has a sufficient balance in this 
bank to take care of the amount. Have we the right to 
charge it to A here? The check was cashed in perfect 


good faith. 


The West Virginia statute provides: 

“1, Every contract, conveyance, or assurance, of 
which the consideration, or any part thereof, is money, 
property or other thing won, or bet at any game, sport, 
pastime, or wager, or money lent or advanced at the 
time of any gaming, betting, or wagering, to be used in 
being so bet, or wagered (when the person lending or 
advancing it knows that it is to be so used) shall be 
void.” (West Va. Code, 1913. Chap. 97, sec. 4168.) 

In Hulbert & Sons v. Straub, 54 W. Va. 303, it was 
held, in passing upon this statute, that a note or check 
payable to the winner in a gaming transaction is void, 
and no suit can be maintained thereon, even by an in- 
nocent holder for value, unless the maker has induced 
the purchase thereof by promising payment. In such 
latter eventuation, it is held, of course, that the maker 
is estopped as against such innocent holder from setting 
up the gaming consideration as a defense against an 
action on such note or check. 

Under this statute, although your bank is an inno- 
cent purchaser for value, the check would be void in your 
hands and you could not charge it against the maker’s 
account in your bank nor recover from him thereon, un- 
less the Negotiable Instruments Act, which was passed 
in West Virginia in 1907, would be construed as repeal- 
ing the West Virginia statute so far as the rights of 
holders in due course of instruments founded on a gam- 
ing consideration, are concerned. The Negotiable In- 
struments Act provides that “a holder in due course 
holds the instrument free from any defect of title of 
prior parties and free from defenses available to prior 
parties among themselves * * *” 

In a case arising in the District of Columbia, Wirt 
v. Stubblefield, 17 App. D. C. 283, it was held that a 
promissory note, although made upon a gambling con- 
sideration, was good in the hands of a holder in due 
course, under the Negotiable Instruments Act and that 
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the British statutes of 16 Car. 2 Ch. 7, and 9 Anne, Ch. 
14 against gaming, in force in the District, were repealed 
to the extent that they were inconsistent with the 
Negotiable Instruments Act. 

But to the contrary is the decision of the Court of 
Appeals of Kentucky in Alexander v. Hazelrigg, 97 S. W. 
353. In that case it was held that section 1955 of the 
Kentucky statutes declaring all gaming contracts void 
is not repealed by the Negotiable Instruments Act and 
that the law of Kentucky still is that a negotiable note, 
executed for money lost on a bet or wager, is void and 
cannot be enforced against the maker even by an in- 
nocent; purchaser. The court in this case disapproves 
of the decision of the Supreme Court of the District of 
Columbia in Wirt v. Stubblefield, supra. 

Until the point is passed upon by the West Vir- 
ginia courts, the question of the right of a holder in due 
course of a check given for a gambling debt, to enforce 
payment from the maker, will remain uncertain. 


MISTAKEN PAYMENT OF STOPPED 
CHECK 


Legal effect of clause in stop.payment notice “‘should you 
pay this check through inadvertency or oversight, it 
is expressly understood that you will in no way be 
held responsible’ —Question whether such agree- 
ment would relieve the bank in all cases of mistaken 
payment of stopped checks or only where it used 
reasonable care. 
From New York—I would appreciate your advising 

me if the clause regarding payment of check by mistake 


in the enclosed stop-payment blank, would hold in the 
state of New York. 


“New York City, 
The Bank of Blank, 


Gentlemen: 

Please stop payment on check No. ...... for 

dated 
drawn by me to the order of 
and I hereby agree to indemnify the Bank of 
Blank against all loss resulting from non-payment 
of said check. Should you pay this check through 
inadvertency or oversight, it is expressly under- 
stood that you will in no way be held responsible. 
Yours respectfully, 


Signature to the above order must correspond to 

that on file with the bank.” 

The only decided case that I know of which has 
passed upon the validity or effectiveness of a clause 
designed to relieve the bank where it mistakenly pays a 
stopped check is Elder v. Franklin Nat. Bank, 25 Misc. 
(N. Y.) 716. In that case the agreement, printed upon 
the inside of the cover of plaintiff’s passbook, read as 
follows: 


“Tt is further agreed that the bank shall not be 
responsible for the execution of an order to stop pay- 
ment of a check previously drawn; that the bank 
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will endeavor to execute such orders, but that no 
liability shall be created by failure so to do; and 
that no rule, usage, or custom shall be construed to 
create such liability.” 


The bank honored a stopped check through oversight 
and notwithstanding the above agreement, the court held 
the bank liable. It said: 

“It will be observed that such agreement does not 
declare unconditionally that for the failure to observe 
a stop order the bank shall not be liable, but it invites 
the assent of its depositors to the engagement by agree- 
ing that it will endeavor to execute such orders. This 
is a most important qualification, and was doubtless in- 
serted as an assurance to them that the bank would 
still exercise some care in the matter. Indeed, it can 
scarcely be credited that any bank could obtain depositors 
of any account under an agreement that under no circum- 
stances should it be responsible for a failure to observe 
their directions with respect to the stoppage of checks. 
The defendant, it will be observed, did not refuse to 
receive any such notices. Indeed, the evidence in the 
ease shows that it not only recognized the right of its 
depositors in that regard, but also provided a method of 

registering such notices or orders, so as to assure the 
proper observance of them by its clerks, thus acknowl- 
edging the obligation which it had assumed to ‘endeavor 
to execute such orders.’ Upon a proper construction of 
the language used in the agreement, we are of the opinion 
that its fair import was that the defendant should not 
be liable if in good faith it paid the check that had been 
stopped, unless it failed properly to fulfil its agreement 
to endeavor to comply with the depositor’s direction. In 
other words, the promise to make such endeavor neces- 
sarily imported the exercise by the bank of at least ordi- 
nary care in so doing. Any other construction than this 
would not only render the engagement meaningless, but 
also most injuriously misleading to depositors. The 
agreement, then, is to be construed as if it read as fol- 
lows (the words inserted by us being italicized) : 


“Tt is further agreed that the bank shall not be 
responsible for the execution of an order to stop pay- 
ment of a check previously drawn; that the bank 
will endeavor to execute such orders, but that no 
liability shall be created by failure so to do, where 
the bank has exercised ordinary care in that regard; 
and that no rule, usage, or custom shall be construed 
to create such liability.’ 


“The courts are not prone to construe instruments in 
such a way as to support a waiver of liability for negli- 
gence. Appleby v. Bank, 62 N. Y. 12; Allen v. Bank, 69 
N. Y. 314; Mynard v. Railroad Co., 71 N. Y. 180.” 

The court in the above case points out that the 
agreement does not declare unconditionally that the bank 
shall not be liable, but qualifies its obligation by an 
assurance that the bank will execute some care in the 
matter. e 

In the form which you submit, signed by your de- 
positor, there is an unconditional agreement that if the 
bank pays the check through inadvertence or oversight, 
it will not be held responsible. This form has doubtless 
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been drawn in the light of the decision in Elder v. 
Franklin Nat. Bank, supra. It is probably as strong as 
can be drawn, but it is difficult to say in advance whether 
the New York courts would relieve the bank, under such 
an agreement, where it had paid a stopped check by mis- 
take. There is a tendency to attach to agreements 
relieving a bank from liability from loss because of mis- 
taken payments, an implied condition that the bank on 
its part must exercise reasonable care. This is the 
condition attached by the courts to agreements in savings 
bank passbooks relieving the bank where payments are 
made on production of the passbook, although to persons 
not entitled thereto. The courts hold that such agree- 
ments do not absolve the bank from the duty of exercis- 
ing ordinary care in making payment. It is doubtful, 
therefore, whether the agreement you submit would 
absolutely relieve the bank in all cases of mistaken pay- 
ment of stopped checks, irrespective of whether or not 
the bank had used reasonable care. 


STOP-PAYMENT OF CHECK 


A check is subject to revocation by the drawer at any 
time before it is paid or certified but, to bind the 
bank, the notice must be explicit and describe the 
check with reasonable accuracy. 


From Alabama—In April a customer called and 
stopped payment on his check to John Doe for fifty 
dollars, stating at the time he did not remember the date, 
but that it was in April. We made memo. of same. 
On the 5th day of July, his check was presented through 
mail for $50 payable to John Doe, dated July 2d, and we 
honored it. Are we,liable? Customer says we are. He 
now claims he omitted to date it and the payee or some 
one else supplied the date. 


I think under the circumstances the bank would not 
be held liable. A check is subject to revocation by the 
drawer at any time before it is paid or certified, but 
where the drawer notifies the bank to stop payment of a 
check, his notification must be explicit and describe the 
check with reasonable accuracy. Mitchell v. Security 
Bank, 147 N. Y. Supp. 470. In the cited case a notice 
was given to stop payment of a check “dated December 
21, 1910,” payable to a certain firm “amount $196.76.” 
In reality the check contemplated by the stop order was 
dated December 23, 1910, payable to bearer and was for 
$196.75. The court held that the notice to the bank 
did not describe the check with sufficient accuracy to 
render the bank liable to the drawer for paying it. 

In the present case the customer did not describe 
the check as undated, but on the contrary, stated that 
it was dated in April, the exact date he did not remem- 
ber. This misdescription was material, as the bank was 
naturally led to look for a check dated in April and was 
put off its guard as to a similar check dated in July. 
I think, therefore, it would be held the check was not 
described with sufficient accuracy to make the bank liable. 
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LIMIT OF LOAN BY NATIONAL BANK 


Amount borrowed by partners included in amount loaned 
to firm in applying ten per cent. limit. 

From Pennsylvania—We have two customers who 
have borrowed from us. for individual use, $1,500 and 
$2,500, respectively. They are also interested in a 
partnership business, which desires to borrow money 
from time to time from us. Our capital stock and sur- 
plus, combined, is $50,000. Please advise whether these 
loans to the individuals would prohibit us from loaning 
ten per cent. of our capital stock and surplus to the 
partnership firm, if we so desired. 


The National Bank Act limits “the total liability 
to any association, of any person or of any company, 
corporation or firm for money borrowed, including in the 
liabilities of a company or firm the liabilities of the 
several members thereof,” to ten per cent. of capital and 
surplus, with certain provjsos. U. 8S. Rev. Stat. $5200. 
If your two customers, who owe your bank $4,000, are 
members of the firm, the law would prohibit your mak- 
ing a loan to the firm of more than $1,000, for otherwise 
the total liability of the firm, including the liabilities 
of the two members, would be in excess of the pre- 
scribed limit. 


THE DUTY TO DEFACE COUNTERFEIT 
COIN AND NOTES 


The Federal law requires United States and national bank 
officers to deface counterfeit notes but makes no 
similar requirement as to counterfeit coin—Seme 
clearing house rules require defacement of both 
counterfeit coin and notes and such would seem the 
proper procedure for all banks. ‘ 


From lIowa—Kindly advise us what course we 
should pursue when spurious or counterfeit coins come 
into our hands in the regular course of business. We 
are under the impression that bankers are required to 
so mark counterfeit coins that it is easily seen they 
are not genuine, before returning them to the party 
bringing them to the bank. 


There is no statutory duty that I can find imposed 
upon officers of either national or state banks to deface 
counterfeit coin when presented at the bank, although 
some of the clearing houses make such requirement. In 
the case of counterfeit notes, however, there is a law 
of Congress imposing such requirement upon United 
States officers charged with the receipt or disburse- 
ment of public moneys and officers of national banks. 
The Act of Congress of 1876 (Comp. L. Sec. 6568) pro- 
vides: 


“That all United States officers charged with 
the receipt or disbursement of public moneys, and 
all officers of national banks, shall stamp or write 
in plain letters the word ‘counterfeit’, ‘altered’ or 
‘worthless,’ upon all fraudulent notes issued in the 
form of, and intended to circulate as money, which 
shall be presented at their places of business; and 
if such officers shall wrongfully stamp any genuine 
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note of the United States, or of the national banks, 
they shall, upon presentation, redeem such notes at 
the face value thereof.” 


There is a further Act of Congress of February 10, 
1901 relating to counterfeits of coin, notes and Govern- 
ment securities, which imposes a duty upon authorized 
agents of the Treasury Department to take possession 
of any such counterfeits when found in the possession 
of any unauthorized person. It provides: 


“That all counterfeits of any of the obligations 
or other securities of the United States or of any 
foreign government, or counterfeits of any of the 
coins of the United States, or of any foreign govern- 
ment, and all material or apparatus” etc., “that 
shall be found in the possession of any person with- 
out authority from the secretary of the treasury or 
other proper officer to have the same, shall be taken 
possession of by any authorized agent of the Treas- 
ury Department and forfeited to the United States, 
and disposed of in any manner the secretary of 
the treasury may direct.” 


It is doubtful whether a national bank would be 
deemed an authorized agent of the Treasury Department 
for the purpose of the above act; clearly a state bank, 
such as your institution, would not. — 

But although the only statutory requirement of de- 
facement so far as bank officers are concerned, is im- 
posed upon officers of national banks in the case of 
counterfeit notes and there is no such requirement in 
the case of officers of state banks and no requirement of 
defacement of counterfeit coin imposed upon officers of 
either national or state banks, it would seem clearly 
the right, if not the duty, of officers of banks both state 
and national, when either counterfeit coin or notes 
are presented at the bank, to so mark the counterfeits 
as to render them unfit for further circulation before 
return to the person presenting. In fact, some of the 
clearing houses of the country have adopted resolutions 
supplementing the Act of Congress which was passed 
in 1876 upon the subject. Thus at a meeting of the 
Boston Clearing House held April 13, 1903, a resolution 
was adopted reciting the provisions of the Act of June 
30, 1876 and declaring that such provisions “are hereby 
constituted a rule to be strictly observed by all mem- 
bers of this association and all banks and bankers clear- 
ing through them.” Shortly thereafter, the Houston 
Clearing House Association adopted a resolution in simi- 
lar terms, with the following additional provisions: 
“Provided that when the word ‘counterfeit’ is used the 
letters thereof shall be stamped with indelible rubber 
stamp on the face of such bill, such letters to be not 
less than half an inch in height; and furthermore re- 
solved, that all spurious coins coming into the hands of 
the members or non-members as above shall be defaced 
by legibly indenting the word ‘bad’ on both sides thereof 
with a steel punch; and further resolved, that this rule 
shall apply also to fraudulent Canadian coin and Gov- 
ernment or bank notes.” 

Specifically replying to your inquiry, therefore, 
while there is no statutory requirement which would 
compel either a state or a national bank to mark or 
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deface counterfeit coins before returning them, it would 
seem clearly within the right of the bank so to do as 
well as the proper course to pursue and, as shown above, 
such defacement is made a duty on the part of members 
of at least one clearing house and probably of others. 
The same course should be followed with respect to 
counterfeit notes. Although the Act of Congress only 
imposes the duty of marking counterfeit notes upon 
United States and national bank officers, some of the 
clearing houses, it is seen, have extended the require- 
ment of the national law to all their members. These 
rules should afford a guide for all bank officers, wherever 
located, as to the proper procedure in such cases. 


SET-OFF OF FIRM NOTE AGAINST 
DEPOSIT OF ASSIGNEE 


Bank has right to set off partnership note against deposit 
existing at time of assignment but cannot exercise 
such right against deposits of assignee. 


From California—A and B were copartners in a 
general merchandise store. They gave us their note for 
$300 payable one day after date. Now then they make 
an assignment of their business to C for the benefit of 
the creditors. C is in — of the business and running 
it as an assignee of A and B, but up to date nothing has 
been paid on the note and we do not seem to get much 
satisfaction as to when it will be paid. Can we charge 
this note to the account of C, as C has his account with 
us as assignee of A and B. 


The partnership being indebted upon a matured 
note, the bank would have a right to set off a deposit 
standing to its credit at the time of the assignment. 
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But if the bank has allowed this deposit to be checked 
out by the assignee, I do not think it would have the 
right to set off the note against deposits made by the 
assignee but. would have to prove its claim along with 
the other creditors. The following brief reference to 
pertinent authorities is made in support of this con- 
clusion. 

As to the general right of set-off under the Cali- 
fornia law, the California cases recognize the right of 
a bank to set off its matured claim against its debtor’s 
deposit, Com. Sav. Bank v. Hornberger, 140 Cal. 19; 
Marble Co. v. Merchants Nat, Bank, 15 Cal. App. 347, 
though this cannot be done where the bank holds a 
mortgage security for the debt, in view of section 726 
Cal. Code Civ. Proceed., under which the mortgage 
security must be exhausted by a foreclosure action be- 
fore recourse can be had to the bank account or personal 
responsibility of the debtor. Gnarini v. Swiss Amer. 
Bank, 162 Cal. 141; McKean v. German Sav. Bank, 118 
Cal. 334. 

When the debtor makes an assignment for the bene- 
fit of creditors, the assignee takes the estate subject to 
all off-sets existing at the time of the assignment and 
the bank holding a debt against the insolvent assignor 
may exercise its right of set-off against his assignee. 
Clark v. Northampton Nat. Bank, 160 Mass. 26; Temple- 
man v. Hutchings, 24 Tex. Civ. App. 1. 

But a bank which is creditor of an insolvent estate 
and receives a deposit from the assignee or receiver, 
cannot apply the deposit upon its claim. The deposit 
in such case belongs to the assignee as representing all 
the creditors and cannot be applied to the claim of the 
particular bank creditor. State v. Corning State Sav. 
Bank, 105 N. W. (Iowa) 159; Wagner v. Citizens Bank 
& Tr. Co., 122 S. W. (Tenn.) 2465. 
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TRUST CGOMPANY SECTION 


OFFICERS OF THE TRUST COMPANY SECTION 


PRESIDENT CHAIRMAN EXECUTIVE COMMITTEE 3 
UZAL H. McCARTER, President Fidelity Trust Company, JOHN W. PLATTEN, Pres. United States Mortgage & Trust Co., 
Newark, N. J. New York. 


FIRST VICE-PRESIDENT SECRETARY 
FRANK W. BLAIR, Pres. Union Trust Co., Detroit, Mich. LEROY A. MERSHON, Five Nassau Street, New York City. 


TRUST COMPANY SECTION AT KANSAS CITY 
HOLDS ITS TWENTY-FIRST ANNUAL MEETING 


The twenty-first annual meeting of the Trust Com- dress the Section, President Lynch stated that the Trust 
pany Section of the American Bankers Association was Company Section was probably the most important in 
held in the ballroom of the Hotel Muehlebach, Kansas’ the entire Association, as it was certainly the oldest. 
City, Mo., on Tuesday, September 26, 1916, at 2 Pp. M. Calling attention to the hazard in commercial banking, 
i John H. Mason, President of the Section, after call- President Lynch made a plea for a continued and larger 
ing the meeting to order, introduced the Rev. Charles R. development of the handling of trusts in which the 
Nisbett, D. D., pastor of the Central Presbyterian Church, trust companies will find their greatest success. 


Kansas City, Mo., who invoked Divine Guidance upon The report of the Protective Laws Committee was 
the deliberations of the day. then presented by Lynn H. Dinkins of New Orleans, 
The annual address of the President was then pre- chairman, followed by the report of the Secretary. 
sented by Mr. Mason, in which he called attention to the A committee to nominate five new members of the 


complicated and varied conditions confronted by the . Executive Committee was then appointed by the Presi- 
bankers throughout the country during the past year. dent, and this committee later presented in nomination 
Mr. Mason stated that although practically no national as members of the Executive Committee for the three- 
legislation had been enacted that would directly affect year term expiring in 1919 the following gentlemen who 
trust companies, yet the enactment of laws benefiting in- were duly elected: 
directly the business of trust companies and their clients E. D. Hulbert, president Merchants Loan & Trust 
had been most creditably accomplished by the Federal Company, Chicago, Ill.; Gen. William C. Heppenhetner, 
Legislative Committee of which Charles A. Hinsch was president Trust Company of New Jersey, Hoboken, N. J.; 
chairman. John W. Bausman, president Farmers Trust Com- 
Referring to the Federal Reserve Act, Mr. Mason pany, Lancaster, Pa.; Seward Prosser, president Bank- 
stated that he had yet to find in it any provisions suf- ers Trust Company, New York, N. Y.; William T. Kem- 
ficiently attractive to induce the trust companies to en- per, president Commerce Trust Company, Kansas City, 
ter. Continuing, he said: “I do believe, however, that Mo. 
there is a field for both the national and the state bank- A very interesting and profitable discussion on “The 
ing institutions, and there is absolutely no reason why Standardization of Charges for Trust Company Services” 
they should not work in unison and thereby render then engaged the attention of the delegates. A. A. 
the best of service throughout this country.” Jackson, vice-president Girard Trust Company, of Phila- 
“T rather fancy,” said Mr. Mason, “that two of the delphia, in opening the discussion said he thought it 
most perplexing questions confronting the banker of to- would be very hard to standardize charges of trust com- 
day are: “The Conflict between Labor and Capital’ and panies all over the country, there being so many different 
the ‘Financial Position of this Country after the War.’” items entering into the discharge of these duties in dif- 
Referring to the future position of our country, the ferent localities. “It seems.to me,” said Mr. Jackson, 
speaker mentioned as three great needs, continued labor, “the difficulty would be just as much in relation to the > 
more efficiency and greater progressiveness. “Then the standardizing of fees in trust companies, as it would be 
reward,” he said, “will surely be the reaching of a zenith for the standardizing of fees of lawyers.” Varied phases 
of prosperity in the United States which should carry us of the subject were presented by the following gentle- 
forward and establish us as one of the dominant fac-" men: Herbert A. Rhoades, president Dorchester Trust 
tors in international finance for many years to come.” Company, Boston, Mass.; Lucius Teter, president 
The report of the Executive Committee was then Chicago Savings Bank & Trust Company, Chicago, III.; 
rendered by Frank W. Blair, of Detroit, chairman of William R. Hervey, vice-president Los Angeles Trust & 
that Committee, while the report of the Committee on Savings Bank, Los Angeles, Cal.; B. C. Howard, trust 
Legislation was given by its chairman, Uzal H. McCar- officer Commerce Trust Company, Kansas City, Mo. No 
ter, of Newark. At this point in the program the Sec- clear solution of the problem, however, could be found 
tion was honored by a visit from the President of the from the discussion, many factors being presented as 
Association, James K. Lynch. Upon being invited to ad- haying an important bearing upon the subject. 
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The roll-call of State Vice-Presidents asking for re- 
ports of activities in their various states was then begun. 
On account of the lateness of the hour, however, the re- 
ports had to be discontinued and were ordered published 
as rendered. 

Following in order was an adoption of the amended 
by-laws of the Section as published in the August issue 
of the JOURNAL-BULLETIN, and the ratification of the 
election of State Vice-Presidents by the various State 
Associations. 

Interesting figures setting forth the growth of trust 
company resources were presented to the delegates by 
John W. Platten of New York, who stated that the 
growth of these companies during the past year as 
shown from the advance proofs of “Trust Companies of 
the United States” was one billion three hundred mil- 
lion dollars, bringing the total resources to seven billion 
six hundred million dollars. 

Election of officers resulted as folows: 

Uzal H. McCarter, president Fidelity Trust Com- 
pany, Newark, N. J., President. 

Frank W. Blair, president Union Trust Company, 
Detroit, Mich., First Vice-President. 

‘A silver token was presented to the retiring Pres- 
ident by Mr. Blair in a very happy speech, expressing 
on behalf of the Section its appreciation of the many 
and valuable services rendered by the recipient. 

At a meeting of the Executive Committee immedi- 
ately following the general session, John W. Platten, 
president United States Mortgage & Trust Company, 
New York, was elected chairman of that committee, and 
Leroy A. Mershon, publicity manager of the same com- 
pany was elected Secretary of the Section. 

The report of the Section to the general convention 
of the Association on Thursday, September 28, was pre- 
sented by Mr. McCarter as follows: 
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Report of President 

The Trust Company Section begs herewith to report 
a year of increased prosperity in its growth, its mem- 
bership having been increased during the year by eighty- 
seven members, making a total of 1,459 members. The 
work of the committees has been continued during the 
year under trying circumstances due to the prolonged 
and continued illness of its Secretary, Philip S. Babcock, 
who by reason of such illness, has been constrained to 
resign his position of Secretary and his place has been 
filled by the selection of Leroy A. Mershon, as Secretary. 
Mr. Babcock has served the Section for eight years and 
it is the unanimous hope of the members of the Section 
that he may soon be restored to his usual health. 

The sessions of the Section at this convention and 
the meetings of the several committees have been largely 
attended and much interest was displayed by those so 
attending. The Executive Committee departed from the 
usual custom of having set addresses at the meeting of 
the Section and the time was profitably consumed in a 
discussion by the members of the practical problems 
which they daily meet in their business. 

The appropriation granted the Trust Company Sec- 
tion last year was $8,075.50, while $7,472.26 was ex- 
pended and a balance of $704.34 was returned to the 
general association. 

The trust companies of the country have, greatly 
prospered during the past year as is evidenced by an 
increase of their aggregate assets during the year of 
$1,300,000,000, making their total assets at the present 
time $7,600,000,000. 

The new officers of the Section are: Uzal H. Mc- 
Carter, President; Frank W., Blair, Vice-President; John 
W. Platten, Chairman of Executive Committee; Leroy 
A. Mershon, Secretary. 

Through the efforts of the Chairman of the Execu- 
tive Committee and our new Secretary, a much increased 
activity in the Section’s affairs is confidently expected 
this year. 


THE PORK-BARREL CONGRESS 


Thg Sixty-fourth Congress, at its first session, did 
more in the way of making appropriations and passing 
bills than it is considered proper by its critics to do. 
The fact that the Congress passed only 252 public acts, 
174 private acts, thirty-three public resolutions and four 
private resolutions, its critics think, is nothing to be 
particularly proud of when it takes 245 days in which to 
do it. The appropriation of $85,000,000 for good roads 
is labelled “pork,” and the disbursement of $1,626,439,210 
for the establishment of a land mortgage system and the 
creation of a government controlled ‘merchant marine, 
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among all the rest of things, is considered extravagant. 
The enactment of a revenue bill with heavy imposts is 
thought outrageous; but these complaints come from only 
those who are not beneficiaries under this heterogeneous 
mass of legislation. Though we be not so fortunate as 
to be trainmen, or politicians eligible for appointment to 
the office of what-not created by the so-and-so law, we 
can at least be reconciled to our fate and recite with the 
poet, “all sorts of things and weather.” All is not law 
that is on the statute books. 
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PRESIDENT 


GEORGE E. EDWARDS, President Dollar Savings Bank, 
New York, N. Y. 


SAVINGS BANK 


OFFICERS OF THE SAVINGS BANK SEOTION 


SECTION 


FIRST VICE-PRESIDENT 


JOSEPH R. NOEL, President North West State Bank, 
Chicago, Ill. 


SECRETARY 


MILTON W. HARRISON 
Five Nassau Street, New York City. 


CENTENNIAL CELEBRATION OF AMERICAN 
SAVINGS BANKS A HUGE SUCCESS 


The celebration of the one hundredth anniversary of 
American savings banks was held during the Kansas 
City convention, September 26, 1916. ‘Lhe arrangements 
made, as carried out, fittingly celebrated this great 
event. The greetings which the savings banks of the 
United States were given, through the mayor of the city, 
perhaps had more to do with making the delegates in 
attendance comfortable than anything else. 

E. L. Robinson, vice-president of the Eutaw Savings 
Bank of Baltimore, delivered the key-note address, en- 
titled “One Hundred Years of Savings Banking.” Mr. 
Robinson produced a masterpiece for savings bank litera- 
ture. He traced the history of the savings institution 
from the historical inception of the idea, during the 
time of Joseph and Pharoah to the present day. 

Prof. Graham Taylor, head resident, Chicago Com- 
mons, and president of the School of Civics and Philan- 
thropy, spoke on the subject of “The Social Aspect of 
Thrift,” and brought to the attention of the convention 
the need for cultivating the thrift habit in a broader 
way. 

George E. Allen’s address on “Thrift and Human 
Nature” was also a masterpiece of thrift literature. In 
his characteristic manner of being sententious in his 
remarks and to the point, he drove his message home, 
making a spendid impression. 

Chairman Lersner of the Savings Bank Centennial 
Committee explained the purpose of the Centennial 
Thrift Campaign. 

In the afternoon of the same day was held the annua! 
meeting of the Savings Bank Section. Reports of the 
various committees and officers were printed and dis- 
tributed in pamphlet form. Three very important dis- 
cussions made up the program, viz.: 

“Government and Private Institutions for Savings,” 
discussed by Hon. Carter B. Keene, director of postal 
savings, and William E. Knox, comptroller Bowery Sav- 
ings Bank, New York. 

The second discussion was “The Business of Getting 
New Savings Accounts and the Vitalization of Dormant 
Accounts.” E. G. McWilliam, manager department of 
publicity and new business, Security Trust & Savings 
Bank, Los Angeles, Cal., addressed the convention on 
“The Business of Getting New Savings Accounts,” while 
Harvey A. Blodgett, president Harvey Blodgett Company, 
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St. Paul, Minn., explained the meaning of “The Vitaliza- 
tion of Dormant Accounts.” 

Frederick B. Washburn, treasurer Worcester Five 
Cents Savings Bank, Worcester, Mass., spoke on “The 
Advantages of Personal and Collateral Loans in Pro- 
viding Sufficient Liquidity for Savings Bank Invest- 
ments.” 

Section 9 of the By-Laws of the Savings Bank Sec- 
tion was amended to read: 


Each state shall be entitled to a Vice-President of 
the Section. Such Vice-President shall be elected by the 
delegates in attendance at the annual convention of the 
state bankers association of each state, whose banks are 
themselves members of the Savings Bank Section of the 
American Bankers Association. In the event of failure 
to so elect, the Vice-President shall be appointed by the 
President of the Section. The Vice-Presidents shall hold 
office from the annual meeting of the Section next. fol- 
lowing their election or appointment until the’ next 
annual meeting of the Section. The State Vice-Presi- 
dents shall act in an advisory capacity to the Executive 
Committee, but shall not be entitled to vote at any meet- 
ing thereof. 


The following officers were elected for the ensuing 
year: President, George E. Edwards, president Dollar 
Savings Bank, New York City; Vice-President, Joseph R. 
Noel, president North West State Bank, Chicago, IIl.; 
members of the Executive Committee (elected for three 
years), Edward L. Robinson, vice-president Eutaw Sav- 
ings Bank, Baltimore, Md.; W. S. Webb, cashier Mis- 
souri Savings Association Bank, Kansas City, Mo.; John 
R. Haven, cashier First State Bank, Denison, Tex.; mem- 
ber of the Executive Committee, elected to fill the unex- 
pired term of Joseph R. Noel, who was elected Vice- 
President, Victor A. Lersner, comptroller Williamsburgh 
Savings Bank, Brooklyn, N. Y. 

At the entertainment in celebration of the Centennial 
held on Wednesday evening, September 27, in Conven- 
tion Hall, there were in attendance approximately 12,000 
people. When it is considered that about 8,000 of the total 
attendance were savings bank depositors with Kansas 
City banks, it assuredly augurs well for the success of 
the centennial celebration. : 

The official motion picture of the nation-wide thrift 
campaign—“The Dollar and the Law” was shown. The 
entire show was a huge success. 
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RAILROAD SECURITIES HELD BY SAVINGS BANKS 


At the annual meeting of the Savings Bank Sec- 
tion, the following resolution was unanimously adopted, 
and was subsequently adopted at the general convention 


of the Association: 


Whereas: ‘The welfare of the nation’s commerce 
and industry requires at all times adequate and efficient 
transportation facilities; and 

Whereas: Railroad development in this country has 

ractically been arrested, with more railroad mileage 
in bankruptcy at present than ever before, and with less 
new mileage built last year than in half a century; and 

Whereas: These results are due, in large measure, 
to the impairment of railroad credit, because of invest- 
ment hesitancy which has arisen in consequence of the 
confusion, waste and inefficiency of a system of railroad 
supervision by Congress and at the same time by forty- 
eight states; and 

Whereas: Railroad securities are the source of in- 
vestment of a large portion of the savings of this coun- 
try, amounting in the aggregate to approximately $900,- 
000,000, with 10,686,058 depositors in savings banks, 
both stock and mutual, and whatever affects the rail- 
roads adversely similarly affects their securities and the 
owners of their securities; be it therefore 


Resolved: That we, The Savings Bank Section of 
the American Bankers Association, because of the 
trusteeship reposing in us through our investment in 
railroad securities of savings intrusted to us, favor a 
system of railroad regulation which will eliminate the 
costly conflict between federal and state authority and 
enable Congress exclusively to exercise in behalf of all 
the states its constitutional power to control inter- 
state commerce in the general interest; and be it further 

Resolved: That the attention of Congress be called 
to the vital importance of upholding railroad credit, and 
that the Committee on Federal Legislation of the Amer- 
ican Bankers Association be requested to send a copy 
of these resolutions to the joint committee of Congress 
which is about to undertake an investigation into the 
railroad problem, and to ask that representatives of 
the savings banks be heard before the passage of any 
laws affecting the value of railroad securities. 


There is a definite need for the government to bet- 
ter understand the relation which legislation affecting 
railroads has upon railroad securities held by savings 
banks, which represent a great number of the people 
of the United States. 


ANNUAL REPORT OF SAVINGS BANK SECTION 


Since the Seattle meeting, the Savings Bank Section 
has done much to further the interests of the American 
Bankers Association and to show to the members the 
real value of Association membership. The Section has 
brought bankers together in hundreds of communities; 
into co-operation with each other, thereby carrying out 
the fundamental idea of the Association. Better rela- 
tionship and team work between banks in the various 
communities are conducive to better banking and a 
greater degree of confidence on the part of the people. 

Through the Nation-wide Thrift Campaign which 
the Section has been conducting during the past year, and 
the systematic organization of it, there has been effected 
an organization, the possibilities of which are excellent 
in creating an efficient machine to render constructive 
service to the members of the Association. The public of 
the United States has heard more of the American Bank- 
ers Association during the past year through the effort 
which we have made to promote thrift than of any other 
like organization. The result of our work is manifestly 
great. This has been evidenced by the great number of 
letters received from bankers and from communities 
respecting the good accomplished in those communities 
by the propaganda conducted by the Section. 

More than 100,000 pieces of mail have been sent out 
from the office during the past year, and since the 
Spring Meeting over 5,000 letters have been received. 

Nine hundred and thirty-nine new members have 
been enrolled since the Seattle meeting, twenty-seven 
more than the combined total number enrolled for 1913, 
1914 and 1915. There are enrolled as members of the 
Section at the present time 3,533 banks of all classes. 

The past year’s appropriation to the Section’s work 
amounted to $13,888.25, inclusive of $3,500 appropriated 


at the Spring Meeting. There were miscellaneous receipts 
of $45.96, making the total credits $13,934.21. The 
expenditures for the year aggregated $13,542.34, leaving 
a credit balance of $391.87. 

Our Law and Segregation Committee has been on 
constant watch for Federal legislation affecting the inter- 
ests of savings banks. It is the desire of that committee 
to promote the establishment of savings departments 
in commercial banks and trust companies throughout 
the United States. If this is not done, the inevitable 
law of supply and demand will call for the creation 
of other kinds of institutions for savings. In this re- 
spect, it is planned to publish a pamphlet detailing the 
organization of a savings department, suggested forms 
to be used, ete. 

The Special Committee on Postal Savings Legisla- 
tion has kept in touch with the activities of the Postal 
Savings System, and when it has been necessary, owing 
to the aggressiveness of such system, they have com- 
plained to the Director of Postal Savings. 

The secretary has visited forty-three cities in the 
past year and has given forty-four addresses with respect 
to the thrift campaign and other subjects pertaining to 
the banking business. He has represented the Associa- 
tion at the following state bankers conventions: New 
York State Savings Banks Association, and Maryland, 
Virginia, South Carolina and Colorado Bankers Associa- 
tions. 

It is with appreciation that the Section acknowl- 
edges the support it has received from the Executive 
Council, the Administrative Committee and other Sec- 
tions of the Association, particularly the American 
Institute of Banking, which has been of splendid service 
in promoting the thrift campaign throughout the country. 
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PRESIDENT 
J. S. CALFEE, Cashier Mechanics-American National Bank, 
St. Louis, Mo. 2 
VICE-PRESIDENT 
J. ELWOOD COX, President Commercial National Bank 
High Point, N. C. 


NATIONAL BANK 


OFFICERS OF THE NATIONAL BANK SECTION 


SECTION 


CHAIRMAN EXECUTIVE COMMITTEE 
OLIVER J. SANDS, President American National Bank, 
Richmond, Va. 


SECRETARY 
JEROME THRALLS, Five Nassau Street, New York City. 


THE ANNUAL MEETING 


The first annual meeting of the National Bank Sec- 
tion held at Kansas City, September 26-27, 1916, was 
the biggest and one of the most valuable gatherings held 
by any Section in the history of the American Bankers 
Association. 

The first session was called to order promptly at 
eight o’clock, Tuesday evening. The hall was filled to 
its capacity (1,100) and more than 500 people were 
turned away. The decorations, music and prayer gave 
the assemblage a national air. The addresses of the 
Comptroller of the Currency, John Skelton Williams, 
President Hyde and other speakers, were short, pithy, full 
of valuable information and were enthusiastically re- 
ceived. 

The second session was devoted to general discussions 
relating to the Federal reserve clearing system, the codi- 
fication of the National Bank and Federal Reserve Acts 
and amendments necessary to strengthen and popularize 
the national banking system. Keen interest was taken 
in these questions and many ideas of value were de- 
veloped. Through resolutions it was expressed as the 
sense of the meeting that Congress should pass a law 
providing that the burglarization of any national bank, 
whether it be done with explosives or otherwise, will be 
considered an offense against the United States Govern- 
ment; that banks should not encourage the use of nor 
be encouraged to use the notation “collectible at par 
through the Federal reserve banks” on checks and drafts 
until such time as credit at par and immediate use of 
funds is accorded by the Federal reserve banks; that 
Congress be requested to pass a law providing that the 
government shall pay the transportation charges on cur- 
rency sent in for redemption, on the ground that the 
currency is mutilated by the public; and further that 
Congress be requested to pass a law providing for the 
immediate retirement of greenbacks and the gradual 
retirement of national bank notes. 

The report of the Section showed that 5,723 na- 
tional banks are members of the Section, 358 national) 
banks have become members of the American Bankers 
Association during the year, and 1,811 national banks are 
not members of the Association. Twenty-three states 
show a solid membership, and it is the hope of the Sec- 
tion, officers and committees that every non-member na- 
tional bank will join during the coming year. 

The expenses of the Section for the year ending 
August 21, 1916, were $5,416.24. The appropriations 
were $6,050. The Section returned to the Association 
$633.76. 
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The Section has rendered most valuable service to 
its members during the year and a special committee is 
now outlining the activities for the coming year. A 
letter will be sent to each member within a very few 
days giving full information as to what work the Section 
proposes to accomplish during the next twelve months. 

The Proceedings of the forty-second convention of the 
American Bankers Association will contain a full detailed 
report of the sessions of this Section and of the work 
of the Section. A copy of these Proceedings will be sent 
to each member of the Association, and every banker 
will find it worth while to read same carefully. Many 
valuable ideas and suggestions are contained therein. 

The following officers and members of the Executive 
Committee were elected: President: J. S. Calfee, cashier 
Mechanics American National Bank, St. Louis; Vice- 
President: J. Elwood Cox, president Commercial National 
Bank, High Point, N. C.; Chairman of the Executive 
Committee: Oliver J. Sands, president American National 
Bank, Richmond, Va.; Members of the Executive Com- 
mittee for a period of three years: E. Kirby Smith, 
president Commercial National Bank, Shreveport, La.; 
E. B. Brown, president Mechanics National Bank, New 
Bedford, Mass. 

This Section devoted much of its time during the 
year to assisting the Committee on Federal Legislation. 
Several of the most important financial measures that 
passed the recent Congress originated with the Section. 
Following the Briarcliff meeting the Section, acting in 
conjunction with the Clearing House Section and the 
Committee of Five, rendered valuable service in bringing 
about modifications in the nation-wide clearing plan. A 
tentative amendment to Section 16 of the Federal 
Reserve Act, contemplated to eliminate therefrom the 
provisions for par collections and to give the Federal 
Reserve Board power to fix reasonable charges for the 
collection of checks, was prepared. Its introduction into 
Congress was withheld in order that the whole question 
might be discussed in convention at Kansas City and 
in the meantime the plan might be given a fair trial 
and that changes in the plan and amendments to the law 
might then be based on experience and proved defects 
instead of being based on theory and assumption. 
Through the adoption of the following resolutions, the 
American Bankers Association took this matter out of 
the hands of the two Sections and the Committee of Five 
and placed it in the care of a special Committee of 
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CLEARING HOUSE SECTION 


OFFICERS 
PRESIDENT 
W. D. VINCENT, Vice-President Old National Bank, 
Spokane, Wash. 
VICE-PRESIDENT 


JOHN McHUGH, Vice-Pres. Mechanics & Metals Nat’l Bank, 
New York, N. Y. 


OF THE CLEARING HOUSE 


SECTION 


CHAIRMAN EXECUTIVE COMMITTEE 


STODDARD JESS, President First National Bank, 
Los Angeles, Cal. 


SECRETARY 
JEROME THRALLS, Five Nassau Street, New York City. 


THE TENTH ANNUAL CLEARING 


The tenth annual meeting of the Clearing House 
Section, held at Kansas City, September 26, was the big- 
gest gathering in the history of the organization. There 
was an average attendance of more than 350 at the ses- 
sions, the programs were replete with questions of keen 
interest to all bankers, the discussions were practical 
and to the point. One hundred and fifty copies of the 
book published by the Section, giving the origin, develop- 
ments, functions and operations of the clearing house, 
were exchanged for the credentials of the accredited dele- 
gates. 

The report showed that twenty-two new clearing 
houses were organized, five new country clearing houses 
were organized, five clearing houses joined the Section 
during the year, and much progress was made in every 
department of the clearing house work. Thirty-one 
cities are reporting total bank transactions. The aggre- 
gate transactions of these cities for the six months end- 
ing with June, 1916, were over $28,000,000,000, while 
the aggregate of their clearings for the same period were 
slightly over $11,000,000,000. 

Articles of association for the use of banks desiring 
to organize a clearing house have been prepared by the 
Section and full information as to how to organize and 
what may be accomplished through organization will be 
furnished by the Secretary to those who desire it. It is 
the belief of the Executive Committee of tlie Section that 
at least 100 new clearing houses should be organized 
during the coming year and that the number of cities 
reporting total bank transactions should be increased to 
100. If 100 cities were reporting, the figures would 
serve as a definite barometer of the business growth and 
conditions throughout the country. 

The No-Protest Symbol Plan is developing rapidly. 
Every bank using it is urged to use $20 as the minimum 
amount. If the maximum benefits are derived from this 
plan, uniformity in the following particulars must be 
adhered to: 

First, as to style and size of symbol; 

Second, as to the place of affixing the symbol (should 
be affixed on the face of the check as near as possible to 
the right-hand end) ; 

Third, as to the minimum amount used (the plan is 
copyrighted and $20 is fixed therein as the minimum 
amount) ; 

Fourth, as to instructions on cash letters. 

It is believed that by proper application of this plan 
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and through close co-operation it will become universal 
in its scope within a very few months. More than 8,000 
banks are now using it. 

A valuable suggestion was offered by a delegate 
representing the St. Louis Clearing House Association. 
It is a new departure covering a plan which can be insti- 
tuted to advantage by any clearing house. Arrangements 
were made in St. Louis whereby all “go-backs” or re- 
turned items are taken to the clearing house at a speci- 
fied hour and are settled for through the clearing house 
office. This relieves the bank officers from being dis- 
turbed and further relieves the tellers’ windows from 
being clogged at the busiest hour of the day. 

Another valuable suggestion offered was that all 
banks should have printed in big open-faced: hair-line 
figures across the middle of their checks and drafts the 
number of the Federal reserve district in which they are 
located. The application of this idea will materially 
assist the clerks in the transit departments of member 
banks, as well as the clerks in the transit departments 
of Federal reserve banks in sorting and handling such 
items. 

A full detailed report of the sessions of this Section 
will be contained in the annual proceedings of the forty- 
second convention of the American Bankers Association, 
a copy of which will be forwarded to every clearing house 
as well as to evesy member of the American Bankers 
Association. Every banker should read the detailed 
report. 

W. D. Vincent, vice-president Old National Bank, 
Spokane, Wash., was elected President; John McHugh, 
vice-president Mechanics and Metals National Bank, New 
York City, Vice-President; Stoddard Jess, president First 
National Bank, Los Angeles, Cal., was re-elected a mem- 
ber of the Executive Committee and was made chairman 
thereof; R. F. McNally, vice-president of the Mississippi 
Valley Trust Company, St. Louis, was elected a member 
of the Executive Committee for a term of three years. 
The other members of the Committee are: C. G. Hutche- 
son, cashier First National Bank, Kansas City; J. H. 
Fulton, president Commercial National Bank, New Or- 
leans; A. A. Crane, vice-president First and Security 
National Bank, Minneapolis; Thomas B. McAdams, vice- 
president Merchants National Bank, Richmond, Va. 
Ex-officio: J. D. Ayres, vice-president The Bank of 
Pittsburgh N. A., Pittsburgh, Pa. 
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October, 1916 


FIRST CONFERENCE OF CLEARING 
HOUSE EXAMINERS AND MANAGERS 

Because of the limited time at the disposal of the 
Section, arrangements were made for the clearing house 
examiners and managers present to retire to an adjoining 
room for the purpose of holding the conference which 
was scheduled on the regular program for the morning 
session. 

Charles A. Ruggles of Boston was elected temporary 
chairman of the conference, and Francis Coates, Jr., of 
Cleveland was elected temporary secretary. 

It is the idea that this conference shall serve as 2 
sub-committee of the Clearing House Section and work 
out the details of important questions and bring their 
findings before the annual meetings of the Section and the 
Spring Meetings of the Executive Committee of the 
Section. It is believed that much good will result from 
this conference. A committee of three, Messrs. Knox, 
White and Robinson, were appointed for the purpose of 
arranging for a mid-winter meeting of the conference. A 
formal detailed report covering the first meeting will be 
included in the next issue of the JouRNAL-BULLETIN. 
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SECTION NOTES 


The Secretary has a few copies of a book on 
Clearing Houses which gives full information as to 
what clearing houses have done, how they do it, and 
what they can do; also full data for tle guidance of 
those desiring to organize. A copy of this book will 
be sent to any banker or body of bankers interested 
in organizing a clearing house or extending the func- 
tions of any association already organized. 

The Section has prepared a morocco-bound book 
containing three hundred suggested forms and a 
treatise on bank accounting which will be furnished 
to the banks that are members of the American 
Bankers Association at a cost of $5, to others $7.50. 

A book, “The Key to the Numerical System,” 
containing a list of all banks, alphabetically ar- 
ranged in one division, together with the numbers 
assigned, and numerically arranged in another di- 
vision according to the numbers assigned, is ready 
for distribution and may be secured at a cost of 
$1.50, either from the Secretary of the Section or 
from Rand MeNally & Company of Chicago, who are 
the official numbering agents for the American Bank- 
ers Association, 


RESOLUTIONS ON CHECK COLLECTIONS 


(Continued from page 356) 


Twenty-five, but it is expected that the machinery of 
the Section will be utilized to a great extent in carrying 
out the purposes of the resolutions: 


Resolved, That the American Bankers Association, 
while approving the fundamental principles of the Fed- 
eral Reserve Act and expressing loyalty to the Federal 
reserve system, protests against the provisions of the 
Act relating to the collection of checks, and instructs 
the Committee on Federal Legislation of the American 
Bankers Association to endeavor to secure amendments 


to the Federal Reserve Act, providing for the establish- 
ment of a collection system which is fair and equitable to 
all banks and to the general public. 

Be It Further Resolved, That the President of the 
American Bankers Association be authorized and di- 
rected to appoint of committee of twenty-five bankers, 
fifteen of whom shall be country bankers and ten of 
whom shall be reserve city bankers, and that this com- 
mittee co-operate with the Committee on Federal Legisla- 
tion of the American Bankers Association in bringing 
about the endctment of the desired amendment. 


SMALL CHANGE 


Total imports into the United States from Mexico 
in 1916 were $97,676,544, against $77,612,691 in 1915 
and $92,690,566 in 1914, the previous high record. 
United States exports to Mexico were, in 1916, $48,308,- 
542, which was $14,000,000 greater than in 1915 and 
$10,000,000 greater than in 1914, but considerably less 
than the average for several years prior to 1914. | 

The October dividend and interest disbursements 
will amount to $203,067,264. Disbursements in October, 
1915, were $173,428,790. 


Exports of war munitions for the seven months end- 


ing July reached the total of $695,620,000. This em- 
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braces raw materials as well as finished products, and 
represents twenty-three per cent. of all exports. 


Prior to the European war American tonnage in the 
Pacific trade was 80,000. Due to various causes it con- 
tinually declined until it reached the 5,000 mark, when, 
by the recent acquisition of three vessels by the Pacific 
Mail Steamship Company, it was increased by 17,100 
gross tons. 

On September 25 stock sales exceeded 2,300,000 
shares, the largest amount since the panic of 1907 and 
one of the greatest turn-overs in the history of Wall 
Street. 
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PRESIDENT 


S. B. RANKIN, Secretary Ohio Bankers Association, 
Columbus, Ohio. 
FIRST VICE-PRESIDENT 
GEORGE D. BARTLETT, Secretary Wisconsin Bankers Asso- 
ciation, Milwaukee, Wis. 


SECRETARIES SECTION 


OFFICERS OF THE STATE 


SECRETARIES SECTION 


SECOND VICE-PRESIDENT 
FREDERICK H. COLBURN, Secretary California Bankers 
Association, San Francisco, Cal. 
SECRETARY-TREASURER 


W. A. PHILPOTT, JR., Secretary Texas Bankers Association, 
Dallas, Tex. : 


STATE SECRETARIES AT KANSAS CITY 


The State Secretaries Section held one of the most 
interesting meetings of its career at Kansas City in con- 
nection with the forty-second annual convention of the 
American Bankers Association. Two sessions had been 
planned, for Tuesday morning and afternoon, September 
28, but owing to the fact that the country bankers held 
their conference on Tuesday instead of Wednesday, as 
originally scheduled, the morning session of the secre- 
taries was given up and the entire program concentrated 
into one busy and profitable afternoon. President Haynes 
McFadden made an admirable presiding officer. 

“What was the most interesting topic at your last 
state convention?” was the question asked of each secre- 
tary—a feature which made a decided hit. Another 
general discussion was on the subject, “New activities 
undertaken by state associations since the Seattle con- 
vention.” This covered several topics of immediate and 
lively interest. The secretaries also listened to a meaty 


OHIO’S SILVER ANNIVERSARY 


Aside from the fact that the convention of the Ohio 
Bankers Association held in Columbus, Ohio, September 
12, 13 and 14, was the silver anniversary meeting of 
that body, it was one of the most successful gatherings 
in the life of the organization. The excellence of the 
program and the fact that the meeting was the twenty- 
fifth made it an effective and memorable occasion. 

The address of welcome was responded to by William 
A. Graham, of Sidney, past president of the association. 
President O. N. Sams, in his annual address which cov- 
ered every phase of finance, spoke of currency reform 
and the part the Ohio Bankers Association played in the 
agitation for an elastic system. 

Governor Frank B. Willis, of Ohio, told the bank- 
ers that they are not free enough in letting the public 
know what they think regarding the questions which 
affect the prosperity and patriotism of the nation. 

To Major S. B. Rankin, secretary of the Ohio asso- 
ciation, belongs the distinction of being the pioneer 
secretary and the only officer connected with the associa- 
tion from its inception. Secretary Rankin was compli- 
mented by the presentation of a basket of flowers from 
the American Bankers Association. 

Dr. Charles E. Barker gave the bankers an interest- 
ing talk on “How to Live One Hundred Years, or Saving 


address on insurance by B. A. Ruffin, secretary of the 
Insurance Committee of the American Bankers Associa- 
tion. 

Discussion of the question, “Should the Secretaries 
Section hold a Spring Meeting with the Executive 
Council of the American Bankers Association,” resulted 
in the passage of a motion that the invitation to hold 
such meeting be accepted in behalf of the Board of 
Control. 

The following officers were elected: President, S. B. 
Rankin of Ohio; first vice-president, George D. Bartlett 
of Wisconsin; second vice-president, Frederick H. Col- 
burn of California; secretary-treasurer, W. A. Philpott, 
Jr., of Texas. The Board of Control, of which the 
president is the chairman ex officio, was named to con- 
sist of the following: W. B. Hughes of Nebraska, Charles 
E. Hoyt of Connecticut, R. L. Crampton of Illinois and 
Joseph 8. Hill of West Virginia. 


Health for Old Age.” A. D. Welton, manager of the 
Department of Public Relations and editor JOURNAL- 
BuLLeTIN, American Bankers Association, who addressed 
the bankers on “After Twenty-five Years,” was followed 
by J. Howard Ardrey, of New York, who spoke on “Mod- 
ernizing Our Methods.” Edward N. Hurley, chairman 
Federal Trade Commission, Washington, D. C., also ad- 
dressed the bankers, his subject being “Some of Our 
Business Problems,” and Clark S. Wheeler, director 
Agricultural Extension Service, Ohio State University, 
discussed “State and Federal Aid for Ohio Farmers.” 

Following these addresses a “Round-Table Discus- 
sion,” of amendments to the state banking laws ensued. 
The “round-table discussion” method was also employed 
in the consideration of the subject of “Farm Mortgages.” 

Other speakers and their subjects were: Atlee 
Pomerene, United States Senator from Ohio, “The Fed- 
eral Farm Loan Act”; William H. Kniffin, Jr., of 
Jamaica, N. Y., “Thrift and the Banker”; Charles S. 
Hamlin, member Federal Reserve Board, Washington, 
D. C., “The Federal Reserve Act”; Jerome Thralls, 
secretary Clearing House and National Bank Sections, 
American Bankers Association, New York, “Co-operation 
and Diversified Banking,” 

The following officers were elected: President: A. 
E. Adams, president First National Bank and president 
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Dollar Savings and Trust Company, Youngstown; vice- 
president: W. A. Blicke, cashier Bucyrus Savings Bank, 
Bucyrus; secretary: 8S. B. Rankin, president Bank of 
South Charleston, South Charleston (re-elected) ; treas- 
urer: W. L. Lamb, assistant cashier National Bank of 
Commerce, Toledo (re-elected). 

The Ohio members of the American Bankers Asso- 
ciation, who met after the adjournment of the conven- 
tion, elected the following to represent their state in the 
national body : 

Members of Council: 8. D. Fitton, president First 
National Bank, Hamilton; C. E. Farnsworth, cashier 
First National Bank, Cleveland; R. D. Sneath, president 
Commercial National Bank, Tiffin. 

Vice-President for Ohio: Robert R. Woods, cashier 
Wayne County National Bank, Wooster. 

Member Nominating Committee: W. P. Sharer, 
president First National Bank, Zanesville. Alternate 
member Nominating Committee: W. 8. Kent, president 
Kent National Bank, Kent. ; 

Vice-President National Bank Section: C. A. Paine, 
president National City Bank, Cleveland; Vice-President 
Trust Company Section: F. J. Woodworth, vice-president 
First Trust & Savings Bank, Cleveland. 


MONTANA BANKERS AT MILES CITY 


The thirteenth annual convention of the Montana 
Bankers Association was held at Miles City, August 25 
and 26. C. W. Butler, president of the State National 
Bank, Miles City, and president of the association, pre- 
sided. 

The association expressed its views in the form of 
several resolutions, among which was the approval of the 
“No-Protest” symbol plan of Jerome Thralls, Secretary 
of the National Bank and Clearing House Sections of 
the American Bankers Association; also favoring one 
cent letter postage, and the curbing of ill-advised new 
bank industries in the state. A resolution favoring the 
arbitration of railway questions was forwarded to Wash- 
ington. 

The principal address was by John J. Arnold, vice- 
president First National Bank, Chicago, who spoke on 
“Our Domestic and Foreign Relations.” Other addresses 
were as follows: “What Has the Federal Reserve Bank 
Accomplished?” Hon. Theodore Wold, Governor Federal 
Reserve Bank of Minneapolis. “Banks’ Relations to the 
Dairy Industry,” Fred W. Merrill of Minneapolis. “The 
Banks and the University,” Howard C. Elliott, chancellor 
of the University of Montana. “Par Collection of 
Checks,” H. S. Magraw, superintendent of banks in Mon- 
tana. 

The entertainment features were cleverly handled 
and included a reception and ball at the Elks’ Temple, 
a luncheon for the ladies at the home of President C. W. 
Butler and a picnic in the famous Pine Hills. 

The secretary’s report showed a gain of 88 members 
during the year, the membership now standing at 288. 
He asked that a committee be appointed to devise some 


way by which Montana banks might be freed from the , 


heavy charges for burglary insurance. 
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The new officers are: President, Frank Bogart, vice- 
president Union Bank & Trust Company, Helena; vice- 
president, R. J. Covert, president Merchants National 
Bank, Billings; seceretary-treasurer, E. A. Newlon, 
cashier Great Falls National Bank, Great Falls (re- 
elected). 

The Montana members of the American Bankers 
Association held a meeting and elected the following: 
Member Executive Council, Harry Yaeger, vice-presi- 
dent Great Falls National Bank, Great Falls; Vice- 
President for Montana, W. E. Waldron, cashier 
Yellowstone National Bank, Billings; member Nominat- 
ing Committee, D. R. Peeler, president Bank of Com- 
merce, Kalispell; alternate, A. L. Stone, president State 
Bank of Dillon, Dillon; Vice-President National Bank 
Section, Newell Gough, cashier First National Bank, 
Missoula. 


WYOMING CONVENTION 

The annual meeting of the Wyoming Bankers Asso- 
ciation was held at Lander, September 19-21, and action 
was taken that will benefit banking interests throughout 
the state. The convention protested as to the amount of 
bond premiums charged on depository bonds securing 
public funds, and adopted a resolution declaring against 
the establishment of national bank branches. The next 
convention will be held in June, 1917. No meeting 
place has been selected and no date has been set. 

The following officers were elected: President, 
George W. Perry, vice-president Sheridan National Bank, 
Sheridan; vice-president, 8S. C. Langworthy, cashier 
Stock Growers National Bank, Buffalo; secretary, Harry 
B. Henderson, cashier The Wyoming Trust & Savings 
Bank, Cheyenne; treasurer, Fred F. Noble, vice-president 
Lander State Bank, Lander. 

The Wyoming members of the American Bankers 
Association convened and elected Sumner Miller, cashier 
Pine Bluffs State Bank, Pine Bluffs, Vice-President 
American Bankers Association for Wyoming. 


CONVENTION CALENDAR 


Oct. 26-28 Farm Mort. Bankers Assn..Memphis, Tenn. 
Nov. 14-15 New Mexico................44 Albuquerque 
1917 Conventions 


» 


» 


BULLETIN 


OF THE 


AMERICAN INSTITUTE OF BANKING 


INSTITUTE EXECUTIVE COUNCIL 
1917—Rosprt H. Bran (ea-officio), Casco Mercantile Trust Company, Portland, Me.; H. G. Proctor (e#-offcio); 


Richmond Clearing Association, Richmond, Va.; FRANK C. 


FRANK B. DEVEREUX, National Savings & Trust Company, 


Company, New Orleans, La.; JOHN 


RUBECAMP, C 
1918—E. G. McCWILLIAM (ea-offici 


BALL, Mississippi Valley Trust Company, St. Louis, Mo.; 
Washington, D. C.; R. 
orn Exchange Bank, Chicago, III. 
Security Trust & Savings’ Bank, Los Angeles, Cal.; S. D. Brckimy, City 


S. Hecut, Hibernia Bank & Trust 


0), 
National Bank, Dallas, Tex.; Harry 1? HEBRANK, Union National Bank, Pittsburgh, Pa.; R. H. MacMicHAgEL, Dexter 
Horton Trust & Savings Bank, Seattle, Wash.; R. A. NEWELL, First National Bank, San Francisco, Cal. 


1919 


Gro. F. Kang, Society for Savings, Hartford, Conn.; C. 
Wma. A. Nickert, Eighth National Bank, Philadelphia, Pa.; JAMes Ratrray, Bank of Buffalo, Buffalo, N. Y 


H. Cueney, First National Bank, Kansas City, Mo.; 


OFFICERS OF THE INSTITUTE 


President, E. G. McWILLIAM, Security Trust & Savings Bank, Los Angeles, Cal. 


Richmond Clearing Association, Richmond, Va. 


O. M, W. SpraGcunr, Chairman, Professor of Banking and 


) Finance in Harvard University, Cambridge, Mass. ; 
KEMMERER, Professor of Banking and Bconomics in Princeton University, Princeton, N. J 


Vice-President, H. G. Proctor, 


1 Educational Director, Georce B. ALLEN, Five Nassau Street, New York 
City. Assistant to Educational Director, M. W. Harrison, Five Nassau Street. New York City. 


Board of Regents— 


HaroLtp J. DREHER, National 


City Bank, New York City: C. W. ALLENDOERF®ER, First National Bank, Kansas City, Mo.; Grorecr BE. ALLEN, Secretary, Five 


Nassau Street, New York City. 


Fourteenth Annual Convention of the 
Institute a Great Success 


Men of Institute Development Conspicuous on the Pro- 
gram—Paul M. Warburg and Major C. E. Kilbourne 
Make Memorable Addresses—Military Preparedness 
and Thrift Among Topics Uppermost—Syracuse 
Wins the Debate—Reports Indicating Institute 
Advancement—McWilliam Made President and 
Denver Chosen as the Next Convention City. 


The fourteenth annual convention vf the American 
Institute of Banking, held in Cincinnati, September 20, 
21 and 22, was a fourtetn-carat affair. The attendance 
was the largest in Institute history and the person- 
ality of the delegates—over 500 in number—the best. 
About 150 visiting ladies graced the occasion and 
acquired additional graces from their Cincinnati host- 
esses. The atmosphere was intensely educational and 
the program was mostly made up of men of Institute 
development. The convention was particularly honored 
by the presence of Hon. Paul M. Warburg, Vice-Governor 
of the Federal Reserve Board, and Major C. E. Kil- 
bourne of the General Staff of the United States Army. 
The entertainment features provided by Cincinnati were 
just right—neither overdone nor underdone—combining 
the hospitality of the North and the South and the East 
and the West as blended in Queen City society. There 
was some politics, too, but the political microbes were 


sufficiently well balanced to prevent any serious epidemic. 


361 


CONVENTION PROGRAM 
FIRST SECTION 
WEDNESDAY MORNING, SEPTEMBER 20 


Convention called to order by the President 


Invocation: 
REVEREND DANIEL McGURK, Walnut Hills 
M. E. Church. 


Address of Welcome to the City of Cincinnati: 
Hon. GEORGE PUCHTA, Mayor. 


Address of Welcome on Behalf of the Cincinnati 
Banks: 
THOMAS J. DAVIS, President Cincinnati Clearing 
House Association. 


Response for the Institute: 
H. J. DREHER, National City Bank, N. Y. 


Annual Address of the President: 
ROBERT H. BEAN, Casco Mercantile Trust Co., 
Portland, Me. 


Report of the Executive Council: 
J. H. DAGGETT, Vice-Chairman. 
Marshall and Isley Bank, Milwaukee, Wis. 


Address: 

“The Banker of Tomorrow.” 

JOHN J. ARNOLD, Vice-President First National 
Bank, Chicago. 

Appointment of Committee on Credentials—H. E. 
Hebrank, Chairman, Pittsburgh; John H. Trow- 
bridge, Albany; H. W. Luke, Baltimore; George 
A. Brown, Denver; H. L. Larson, Kansas City. 


— 
—— 


October, 1916 


Appointment of Committee on Resolutions—Frank 
C. Mortimer, Chairman, San Francisco; Thomas 
J. Nugent, Chicago: Martin E. Fitzgerald, Port- 
land, Ore.; Calvin C. Boles, Hartford; Daniel B. 
Clifford, Toledo. 


SECOND SESSION 
THURSDAY MORNING, SEPTEMBER 21 


Invocation: 
REVEREND DAVID PHILIPSON, K. K. Bene 
Israel Congregation. 
Report of the Committee on Military Affairs: 
Chairman, H. J. DREHER, National City Bank, 


New York. 
Address: 


“National Readiness for Defense.” 
MAJOR C. E. KILBOURNE, General Staff, U. S. A. 


on Thrift: 
. G. MCWILLIAM, Security Trust & Savings Bank, 
Los Angeles, Chairman. 

Address—“Thrift”—by MILTON W. HARRISON, 
Secretary Savings Bank Section, American Bank- 
ers’ Association, New York. Followed by three- 
reel motion picture entitled, “Thrift in the Boy.” 

“Institute Thrift Work in the East.” 

H. E, REED, Union National Bank, Pittsburgh, Pa. 

“Institute Thrift Work in the South.” 

M. B. KEITH, Security National Bank, Dallas, Tex. 

“Institute Thrift Work in the Northwest.” 

T. H. WEST, Ladd & Tilton Bank, Portland, Ore. 

“Field of Thrift Within the Chapter.” 

JOHN S. CURRAN, Humboldt Savings Bank, San 
Francisco, Cal. 


THIRD SESSION 


THURSDAY AFTERNOON, SEPTEMBER 21 
3 O'CLOCK 


FIRST ANNUAL DEBATE 
FOR THE INSTITUTE CUP 
“Resolved, That the Closing of Accounts 


of Over Thirty Days by Acceptances is an 
Improvement over Open Book Accounts.” 


AFFIRMATIVE . . . . SYRACUSE CHAPTER 
WILLIAM A. BOYD, 
First National Bank. 
ALBERT B. MERRILL, 
Trust & Deposit Co. of Onondaga. 
ARTHUR A. WHITE, 
The City Bank. 


NEGATIVE. . 
G. A. RICE, 
American Trust & Banking Co. 
J. H. McDOWELL, 
American Trust & Banking Co. 
N. J. SIMMONS, 
Chattanooga Savings Bank. 


CHATTANOOGA CHAPTER 


ALTERNATE: 
T. R. DURHAM. 


CHAIRMAN : 
CARL H. CHAFFEE, 
First National Bank, Philadelphia. 


JUDGES: 
FREDERICK HERTENSTEIN, 
President Western German Bank, Cincinnati. 
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KENNETH HOOKER, 
Vice-President and Treasurer The 
Hooker Co., Cincinnati. 

PROFESSOR FREDERICK C. HICKS, 

Dean of the College of Commerce, University 

of Cincinnati. 


Putnam 


FOURTH SESSION 
THURSDAY EVENING, SEPTEMBER 21 
Ball Room of the Hotel Gibson 
6:30 O'CLOCK 


DINNER 


Toastmaster 
CASPER 
Vice-President of the Market National Bank, Cincinnati. 


Invocation: 
REVEREND FREDERICK L. 
Calvary Episcopal Church. 


FLINCHBAUGH, 


Address: 
“Why the Institute Has Made Good.” 
F. W. ELLSWORTH, Secretary Guaranty Trust Co., 
New York. 


Address: 
“The Law of Success.” 
FREDERICK C. HICKS, Dean of the College of 
Commerce, University of Cincinnati. 


Address: 
“The Triumph of Theory.” 
D. C. WILLS, Federal Reserve. Agent, Cleveland. 


FIFTH SESSION 
FrmpAY MORNING, SEPTEMBER 22 
9:30 o’CLOCK 


Invocation: 
REVEREND 
Church. 


JOHN F. HICKEY, Holy Name 


Address: 
“The Reserve Problem and Future of the Federal 
Reserve System.” 
PAUL M. WARBURG, Vice-Governor Federal Re- 
serve Board, Washington, D. C. 


Unfinished Business—Reports of Committees— 
Election of Officers. 


CONVENTION FEATURES 


Amendments to By-Laws 
Vice-President James H. Daggett reported that the 
Executive Council of the Institute had considered the 
proposed amendments to the by-laws of the Institute 
submitted by R. S. Hecht and recommended the adoption 
of the same as follows: 


Be it resolved, That Sections 8, 9, 10, 11 of the 
Constitution be amended as follows, said amendments 
not to be in force and effect, however, until after the 
final adjournment of this convention, and not to affect 
any present tenure of office: 
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8. The government of the Institute shall be vested 
in an Executive Council of nine members, consisting of: 
(1) the ex-president, the president, and the vice-presi- 
dent of the Institute, ex officio: six members of the 
Executive Council elected by the Institute in convention, 
so arranged that two may be elected annually for three 
years. Members of the Executive Council shall be in- 
eligible to consecutive re-election. 

9. The Executive Council shall meet in annual 
session on the day before the annual convention of the 
Institute, and shall also meet immediately upon. ad- 
journment of the annual convention of the Institute. 
At other times the Executive Council may transact busi- 
ness by mail. 

10. The Executive Council shall appoint an educa- 
tional director and a treasurer of the Institute, to serve 
during its pleasure. Under the administration of the 
Executive Council and of the board of regents, the educa- 
tional director shall (1) direct the educational work of 
the Institute; (2) conduct the official publication; (3) 
perform the usual duties of secretary and such other 
services as the Executive Council may prescribe. The 
treasurer shall perform the usual duties of such posi- 
tion as construed by the Executive Council. 

11. Subject to the approval of the American Bank- 
ers Association, these by-laws may be amended at any 
annual convention by a two-thirds vote, provided that 
notice thereof shall have been submitted to the educa- 
tional director of the Institute at least thirty days before 
the annual convention, published in the official publica- 
tion of the Institute and submitted to the Executive 
Council of the Institute for report to the convention. 


It will be seen that Article 8 will reduce the Council 
from fifteen to nine. Article 9 abolishes the offices 
of chairman and vice-chairman of the Council and 
will automatically make the president the presiding 
officer of the Council as he is in the American Bank- 
ers Association. Article 10 makes the educational 
director secretary, as he now is in fact, but abolishes 
the distinction between the two offices of secretary and 
educational director. These are the important changes 
which have been informally discussed with a great many 
of the older members and seem to have met with almost 
unanimous approval. 

The matter is therefore submitted to the member- 
ship at large for discussion and for a vote at the Cin- 
cinnati convention. 

A vote was taken on the proposed amendment at 
the last session of the convention. Section 8, providing 
for the reduction of the membership of the Institute 
Executive Council from fifteen to nine, failed to receive 
the necessary two-thirds vote and was therefore de- 
feated. The other proposed amendments—Sections 9, 
10 and 11—were adopted without opposition. 


Institute Sentiment in Resolutions 
The Committee on Resolutions submitted the fol- 
lowing resolutions which were unanimously adopted: 


1. Whereas, we are confronted today with changed 
international conditions, financial, political and eco- 
nomic, demanding men of intellectual capacity large 
enough to cope successfully with these new problems, 
therefore be it 

Resolved, that this Institute devote itself more 
earnestly to.the study of international affairs, to the 
end that we may do our part, in so far as we are able, 
in advancing the interests of our country throughout 
the world. 
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2. Whereas, industry, steadiness, sobriety and 
respect for law and property as practiced among thrifty 
and frugal people, are virtues that make for stability 
and permanence of government, and Whereas, the 
American people are viewed by some of the older na- 
tions as a people inclined to disregard the importance 
of thrift, and Whereas, our present unprecedented pros- 
perity, bringing to our shores the largest stock of gold 
ever held by any nation, may lull us into a feeling of 
false security. The future seems so assured there ap- 
pears no reason to stint ourselves, hence the exercise of 
self-control in our financial matters at this time will 
be an important factor in the economic and moral life 
of the nation; therefore be it 

Resolved, that we pledge ourselves, individually and 
collectively, to assist in making thrift nationally popu- 
lar and to firmly establish this normal attribute in our 
social and business life. 


3. We realize that education and its attainments 
can be conserved only through the safety of our country 
and we believe that our protection lies in adequate 
military preparedness, therefore be it 


Resolved, that we commend the work of the com- 
mittee on military affairs. We believe the nation-wide 
sentiment now fully aroused, should be kept alive, to 
the end that our commercial and political interests at 
home and abroad may have full protection at all times. 
We therefore indorse the work so far done and pledge a 
continuance of our support. 


4, Resolved, that we commend the brotherly spirit 
which prompted the entertainment afforded traveling 
delegates and we appreciate, in no small measure, the 
courtesies extended by those two thriving Chapters— 
Chicago and Pittsburgh. 

5. Resolved, that the hearty thanks of the delegates 
assembled are offered to the several speakers who have 
given generously of their time and energies toward our 
intellectual advancement. 


6. Resolved, that we approve the work of the 
officers and committees of the Institute and we commend 
them for the conscientious manner in which they have 
performed their duties, so well evidenced by the material 
gain in membership and the substantial increase in the 
number of certificate holders. 


7. Whereas, education is the beginning and the end 
of our purpose as an institution, and the educational 
advancement of our members is now and should continue 
to be first and foremost, therefore be it 

Resolved, that in returning to our homes it should 
be our purpose to apply ourselves earnestly and en- 
thusiastically to the educational work outlined for us, 
so that we may reach a higher plane of character and 
efficiency. We realize that the Institute has something 
tangible to do and the importance of our educational 
work should not be underestimated. We should en- 
deavor to forward this work so effectively that the 
American Bankers Association will find in its young off- 
spring an active, purposeful body of men, availing them- 
selves fully of the opportunities afforded and thus cause 
the parent body to feel fully justified in having brought 
the Institute into being. 

8. Whereas, the fourteenth annual convention ‘of 
the American Institute of Banking, the largest in the 
history of the organization, is now brought to a success- 
ful conclusion, therefore be it 

Resolved, that we express our sincere appreciation 
of the hospitality so cordially extended by the people of 
Cincinnati and by the Cincinnati Chapter. as been 
our rare privilege to enjoy a welcome seldom equaled, 
and we compliment the local committees on the system- 
atic manner in which every detail has been handled. 

And especially to the ladies of Cincinnati do we ex- 
press our appreciation of courtesies most gracefully ten- 
dered. 
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James Graham Cannon 


The following preamble and resolutions, offered by 
Raymond B. Cox of Boston, were unanimously adopted: 


Whereas, James Graham Cannon offered the follow- 
ing resolution on Tuesday, October 2, 1900, to the Ameri- 
can Bankers Association in convention assembled at 
Richmond, Va.: Resolved, That it is the sense of this 
convention that the Executive Council should authorize 
the Committee on Education to organize an institute of 
bank clerks, for the bank clerks of the United States, 
appropriating such an amount as will be necessary to 
inaugurate and operate such institute for the first year, 
not exceeding ten thousand dollars, 
and 

Whereas, Mr. Cannon served as first treasurer of 
the Institute then organized, and which later became the 
American Institute of Banking, and also as president for 
the greater part of the first year of its existence; and 

Whereas, throughout the years that followed, Mr. 
Cannon was an ardent supporter, active advocate and 
loyal friend of that organization, devoting much of his 
valuable time, helpful thought and national influence 
to its development, and 

Whereas, Mr. Cannon, through his ‘splendid ex- 
ample of personal conduct and business integrity, com- 
bined with his brilliant and unselfish contributions to 
the profession of banking, became an example worthy of 
emulation by all bankers, and particularly inspiring to 
those striving to rise and progress in this profession, 
therefore be it 

Resolved, by the American Institute of Banking in 
convention assembled at Cincinnati, Ohio, on September 
22, 1916, that the members of this Institute publicly 
declare their gratitude and appreciation for the services 
which Mr. Cannon rendered to this organization, of the 
high esteem and great regard in which they held him 
and of their sorrow that death has taken him from their 
midst; and be it further 

Resolved, that a copy of this tribute be properly 
engrossed and sent to the members of Mr. Cannon’s 
family. 


Correspondence Chapter Spirit 
The following communication from Messrs. C. W. 
Beerbower, T. L. Engleby and Jos. A. Fieldhake, was 
received and approved: 


The representatives of the Correspondence Chapter, 
A. I. B., appreciate the privilege of submitting the fol- 
lowing report of their meeting yesterday morning: 

Whereas, we realize the attendance at the annual 
convention of the Institute should prove of inestimable 
value and encouragement to Correspondence Chapter 
members as well as city Chapter men. We as a commit- 
tee agree to undertake the formation of an organization 
among the Correspondence graduates, the objects of 
which shall be to secure greater membership and en- 
thusiasm among Correspondence students, to make a 
systematic effort to secure a greater number of Corre- 
spondence Chapter representatives at the annual meeting, 
which in return, we believe, will secure a larger number 
of members for this branch of the Institute and greater 
representation for the Correspondence Chapter men in 
the affairs of the Institute. 


Thrift Symposium 
On Thursday morning, September 21, a symposium 
on “Thrift” was conducted by Chairman McWilliam of 
the Institute Committee on Thrift Work. After hearing 
several reports of thrift work in various sections of 
the country from Messrs. Reed of Pittsburgh, Keith of 
Dallas, West of Portland and Curran of San Francisco, 
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an address was given by M. W. Harrison, Secretary Sav- 
ings Bank Section, American Bankers Association, on 
“Thrift and Public Affairs.” A report of the “Thrift 
Symposium” will be published in the November JouRNAL- 
BULLETIN. 


Syracuse Wins the Debate 

The first annual debate for the Institute cup was 
held on Thursday afternoon. The subject was: “Re- 
solved that the Closing of Accounts of Over Thirty Days 
by Acceptance is an Improvement Over Open Book <Ac- 
counts.” Syracuse Chapter took the affirmative side and 
the negative side was taken by Chattanooga Chapter. 
The debate was exceptionally interesting and showed 
considerable preparation as well as ability on the part 
of the speakers. The decision of the judges was unan- 
imously in favor of Syracuse Chapter, which was repre- 
sented by William Boyd, First National Bank; Albert 
B. Merrill, Trust & Deposit Company; Arthur A. White, 
the City Bank. Chattanooga Chapter was represented 
by G. A. Rice, American Trust & Banking Company; J. 
H. McDowell, American Trust & Banking Company; N. 
J. Simmons, Chattanooga Savings Bank. The meeting 
was presided over by Car] H. Chaffee, chairman of the 
Institute Debate Comthittee. President Bean presented 
the Institute cup to the Syracuse Chapter, who will keep 
it for one year. If it is won by the same Chapter for 
three consecutive years, it becomes theirs permanently. 


Dinner to the Delegates 


The dinner given to the delegates on Thursday eve- 
ning, September 21, in the ballroom of the Hotel Gibson, 
evidenced the growth in the Institute and the power it 
has attained. Casper H. Rowe, vice-president of the 
Market National Bank, Cincinnati, acted as chairman. 
The addresses of Messrs. Ellsworth, Wills and Kiese- 
wetter inspired the delegates present to new endeavors 
and undoubtedly instilled in them greater ambitions. 
Dean Hicks of the College of Commerce, University of 
Chicago, spoke upon the “Law of Success.” An incident 
of the dinner was the presentation of a chest of silver 
to Educational Director George E. Allen. In making 
the presentation D. C. Wills delivered a diamond of a 
speech. Mr. Allen’s reply was of the window glass 
variety. 


Election of Officers 


The following named officers and members of the 
Executive Council of the Institute were elected: 

President—E. G. McWilliam of Los Angeles, Cal. 

Vice-President—H. G. Proctor of Richmond, Va. 

Members of the Executive Council—C. H. Cheney of 
Kansas City, Mo.; George F. Kane of Hartford, Conn.; 
William A. Nickert of Philadelphia, Pa.; James Rattray 
of Buffalo, N. Y. 


Denver in 1917 


Denver, Colo., was selected as the convention 
city for 1917. The nominationg speech for Denver, 
made by R. M. Crane of Denver Chapter, was a master- 
piece of word-painting. 
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Institute Progress Portrayed by President 
Robert H. Bean 


Cumulative Effect of Years of Intelligent and Conscien- 
tious Work—Details of Educational Activities— 

- Substantial Increase in Membership and in the Num- 
ber of Institute Graduates—Extension of Institute 

Work among Country Bankers. 

This day and hour mark the beginning of the series 
of events which will close another, administration. 

Similar in many respects to a well directed and 
carefully organized business, the Institute has a time of 
settlement, when accounts are balanced and the record of 
achievements or fruitless endeavors are woven into the 
fabric which we call the history of our organization. 

For an instant, we look back into the years of begin- 
ning when with very limited assets and large liabilities, 
the small group of optimistic believers set about the 
task of convincing the doubters that there was a place 
in the scheme of things for such a work as was proposed. 
Steadily, and with constantly increasing power, the 
balance shifted year by year from the liability to the 
asset side of the ledger, until, a few years ago, we began 
to get, a vision of the goal toward which all efforts had 
been directed, and the rating of the Institute became Al. 
Fortunate from its very foundation in the men who were 
chosen to be its leaders, it has had the benefit of clear 
thought and fearless persistency in the development of 
the one great plan for the education of the men engaged 
in the business of banking. 

The commanding position of the Institute of today 
is not the result of the efforts of any single administra- 
tion. To no one group does the honor belong, and no one 
can say that his share was more than to conserve that 
which had been passed to his keeping as a heritage 
and to so direct the affairs during his period that the 
plans initiated by his predecessors should be smoothed 
out, perfected and passed on for more scientific use by 
his successor. It is only in the retrospective that we 
get a clear vision of the task that has been performed 
by the early directors, and we then realize that the 
Institute was indeed fortunate in the leadership of such 
men as saw the need of an educational organization and 
set themselves to bring it about, regardless of obstacles. 

Each year brings its own problems, but the wisdom 
of past experience is an ever increasing aid to the proper 
solution of perplexities. The twelve months which are 
now coming to a close have been epochal not only in their 
immediate accomplishments, but also in that they were 
the harvest ground for previous periods of our organiza- 
tion life. We met one year ago in the midst of stirring 
days. The world was in a turmoil, and the fever of 
conflict and war seemed likely to envelope us in its 
toils. No prophet could foresee the changes of a single 
month, much less the position of our beloved America a 
year hence. That we are today at peace with the world 


and free from the bloodshed of our overseas cousins is a 
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matter which calls for reverent acknowledgment to the 
Almighty who holds men and nations in the hollow of 
His hand. 

Largely on account of the enormous economic waste 
occasioned by the war we have experienced a stupendous 
development in our varied industries. New and unknown 
problems have confronted our producers as well as the 
financiers behind them to whom they looked for help to 
meet the demands made upon them. Our students of 
finance have had a more wonderful opportunity to ob- 
serve the kaleidoscopic changes brought about by such 
a world castastrophe than has been possible in the last 
fifty years. New fields have suddenly been opened, and 
into these have gone the best of America’s brains, and 
young men with a clear knowledge of domestic and 
foreign banking have had the opportunity to apply their 
knowledge and demonstrate their ability to cope with the 
unsolved situations which came before them. That this 
organization has been able to furnish men from its 
membership for these high places is a matter of keen 
satisfaction. The value of such a work as we are doing 
is more clearly appreciated when the call comes for 
trained men for service in other lands, and it should 
prove an incentive to a large group to fit themselves in 
the coming year. ° 

Educational 

In this, as in every year, it has been our aim to 
improve and standardize the tools with which our mem- 
bers are to work, and the publication of the four volumes 
which comprise the standard course of,study is a marked 
advance which should be appreciated by the student 
member. These books have undergone a careful revision 
and have been brought up to date by the best authorities 
available. Much of their contents is standard and funda- 
mental, while the portions which deal with the rapidly 
changing laws and practices involving the operation of 
the Federal reserve system are as nearly correct as it 
is possible to make then. It is very gratifying for me 
to be able to report that a large percentage of the Chap- 
ters have used in the educational courses one or both of 
the volumes which were ready at the beginning of the 
year. More than 9,500 volumes have been sent out from 
the office of the educational director, and several editions 
have been printed to take care of the demand. We now 
have ready for use in the Chapters this fall and winter 
one volume on “Negotiable Instruments,” one on “Com- 
mercial Law,” one on “Banks and Banking” and one on 
“Loans and Investments.” There is no longer any rea- 
sonable excuse that can be offered which will explain 
the use of other than the Institute standard study course 
in Chapters, whether they be large or small, and I 
strongly urge the newly elected presidents to use one or 
more of these volumes in their educational work during 
the coming year. : 
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There has been a very large increase in the number 
of members who have become graduates of the Institute. 
Since the last convention 430 certificates have been 
issued, and we have today a total of 1,940 graduates. 
One very encouraging feature of this noteworthy increase 
is the fact that a large percentage of the new graduates 
have successfully passed examinations based upon the 
standard course and a very small number upon a course 
prescribed by local educators. I do not intend to infer 
that the co-operative work now being carried on by sev- 
eral of the Chapters with a conveniently located uni- 
versity is not of intrinsic value. The evidence of friendly 
and harmonious co-working on the part of the directors 
of Columbia University, University of Minnesota, Har- 
vard and other institutions of learning with our Chap- 
ter officers should be taken as a fine tribute to the posi- 
tion of the Institute in the field of instruction. We can- 
not but gain by such inter-weaving of interests, and I 
believe great good will result wherever we are able to 
extend our influence in this way. I fully expect the time 
will come when many of our brightest men will be in- 
vited to the lecture room of the schools of business admin- 
istration conducted by the large universities to give these 
schools the benefit of the practical knowledge which Insti- 
tute graduates possess. 


Correspondence Chapter 


No development of our educational system has 
brought us a greater degree of satisfaction than the Cor- 
respondence Chapter. For several years the problem of 
reaching the banker in the scattered districts has caused 
successive administrations no end of concern. Much 
thought and energy were expended without adequate re- 
turns, and it was not until the establishment of the 
Correspondence Chapter that material headway was 
noted. During the last twelve months most satisfactory 
work has been accomplished and the spark which was so 
long in kindling has assumed the proportions of a flame 
that indicates a country-wide sweep into the districts 
far removed from the large city Chapters. For a consid- 
erable period the Educational Director has visited the 
state bankers association conventions throughout the 
country and has steadily sown the seed that would some 
day bear fruit. His unfaltering faith in this method of 
supplying education in finance to the isolated banker has 
kept him at the task even though the immediate results 
were discouraging, and I rejoice that.the harvest which 
is now in sight will be enjoyed by the one who has worked 
so hard for its success. 

The state associations of California, Georgia, Kansas, 
Minnesota, Missouri, Mississippi, Pennsylvania, Tennes- 
see, Texas, Virginia and Wisconsin have gone on record 
as indorsing and supporting the Correspondence Chap- 
ter work. At the recent convention of the Texas Bank- 
ers Association a prominent place on the program was 
given to the Institute, and a member of the Executive 
Council, Mr. Stewart D. Beckley, had the honor of pre- 
senting the matter to the members. His clear-cut and 
forceful presentation resulted in the appointment of a 
committee to represent the association and extend the 
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correspondence study plan in every part of the state. 
Such gains as this indicate the real advance which the 
Institute is making, and I have no doubt that with this 
beginning many other states will adopt the same course. 


Board of Regents 

The experiences of the year have demonstrated be- 
yond question the wise action of the Executive Council 
in establishing the Board of Regents. The group of 
men comprising the membership of the Board represents 
the highest type of professional.banker and educator. 
The long association of these gentlemen with the Insti- 
tute makes them peculiarly fitted for the task of direct- 
ing and overseeing the educational policy to be followed. 
They are free from political entanglements, and we shall 
indeed be fortunate if their services can be retained in 
this important post. I believe that the term of office of 
the members of the Board of Regents should be continued 
as long as the member can give us the benefit of his 
experience and is willing to serve the Institute. 


Post Graduate Study 


The Board has given the question of post graduate 
work the most careful study. It became evident 
early in the year that the plan of successfully intro- 
ducing, as subjects for theses, topics relating to the his- 
tory of banking and economics would be beset by. many 
difficulties owing to the popularity of more modern and 
timely questions occasioned by the upheaval of the 
world’s affairs, both financial and industrial. There 
has, therefore, been no great pressure put upon graduates 
to undertake post graduate study. The man who carries 
his study to a certain point and then stops is sure to rue 
his course even though he has an Institute certificate to 
offer as evidence of success in his early efforts. Post 
graduate study is essential to the continued advance of 
Institute graduates, and the Board of Regents fully 
recognizes its responsibility in this respect. 


Thrift Campaign 


The centennial of the foundation of savings banks 
celebrated by the Savings Bank Section of. the American 
Bankers Association gave the Institute an opportunity to 
assist the parent organization in the extension and de- 
velopment of its campaign. The offer to co-operate, 
made by your officers to the Association at the conven- 
tion in Seattle, was accepted with many expressions of 
appreciation, and throughout the year the largest of our 
Chapters have been actively at work in their communi- 
ties following the suggestions which were made to them 
by the secretary of the Section. Public affairs commit- 
tees were appointed, and, under the able leadership of 
the chairmen, much aggressive work has been done. In 
addition to the public affairs committees, there were 
thrift committees especially appointed for this year, and 
we are gratified to learn from the Savings Bank Section 
that the Institute is deserving of much credit for the 
large amount of constructive work which has been done. 
These committees will tender to the convention their in- 
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dividual reports, and I will therefore not trespass further 
upon their rights. 


Military Instruction 

Acting under the resolution passed at the San Fran- 
cisco convention, there was appointed a committee to 
extend the policy of voluntary military instruction 
among the members of the Institute. The widespread 
efforts made by preparedness leagues and directors of 
summer camps largely took the place of our Chapters 
in enlisting the interest of young men in military train- 
ing. It was soon found, therefore, that much of our 
effort could be supplementary to that carried on by mili- 
tary organizations. It is a matter of record that in every 
one of the camps, particularly at Plattsburg, a large 
number of Institute members were enrolled either as 
“rookies” or second year men. We were especially 
pleased to receive from Major-General Wood his unquali- 
fied indorsement of the value of the co-operation of the 
Institute. 


Chapter Publications 

For the past tWo or three years there has been an 
increasing number of so-called Chapter papers, having 
for their main purpose the dissemination of news, rang- 
ing from the serious to the frivolous, of interest to the 
members of their particular Chapters. The idea has 
been growing with marked rapidity during the past year, 
and many of these publications are today on a much 
higher plane than they were in their early existence when 
a great deal of space was given to matters which were 
not particularly weighty and, in fact, had no place in the 
official publication of an educational organization. It 
is indeed fortunate that the editors of these papers have 
come to realize that there is a real need for such an out- 
let for Chapter information, and that they have done so 
much to raise the standard and bring some uniformity 
in size and appearance to their respective publications. 
I trust the time may come when all of our Chapters will 
be represented by some sort of a paper, even if it be only 
of a four-page size. It is particularly pleasing to know 
that at this convention there is to be a conference of 
paper editors where many of the questions which have 
been troubling the scribes will be discussed and from 
which much good will doubtless result in the way of 
better publications. Believing that credit should be 
given where credit is due, it should be known that Mr. 
Martin E. Fitzgerald, editor of the now famous Portland 
Tickler, was the originator of the idea of the editors’ 
conference. 


Public Speaking and Debate 

In making up the committees for the year it was felt 
that much more good would result if the former debating 
committee was enlarged to include public speaking. 
Throughout the year much has been accomplished in ar- 
ranging for debates between many of the Chapters, and 
by a process of elimination the foundation was laid for 
the annual debate which will take place as a part of this 
program. In order to further stimulate an interest 
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which would be continued from year to year there has 
been offered a trophy to be held by the winning team for 
the year succeeding its victory. In addition to arranging 
for debates, the committee has been a valuable aid to 
local public affairs committees in providing speakers for 
public gatherings in the thrift campaign. 


National City Bank Scholarship 

Through the foresight of former president Evans, 
the National City Bank of New York offered to the 
Institute the privilege of recommending its graduates 
for service in the foreign department of the City Bank. 
The matter of selection was left to the Institute presi- 
dent and educational director, and your officers devoted 
much time going over the matter very carefully and 
encouraging applications from the local Chapters in order 
to choose the man who, in every respect, seemed best 
fitted for the position. To Baltimore Chapter went the 
honor of sending one of its leading members as the first 
representative chosen. Mr. C. Leland Getz, member of 
the Executive Council, former president of his Chapter 
and a young man who in many ways has distinguished 
himself through his ability, was finally selected and his 
name was recommended to the officers of the National 
City Bank. We were much gratified to have our choice 
approved, and Mr. Getz became associated with the bank 
about June 1 of this year. It is proposed that other 
members of the Institute who have demonstrated their 
fitness will be recommended from time to time, and cer- 
tainly no greater opportunity could be offered to a young 
man desiring to enter this service tnan the one which 
is now open to our members. I trust that the coming 
year may witness the addition of several of our graduates 
to the staff of this great institution. 


The President’s Correspondence with Chapters 

When the present administration outlined its plan 
_for the year one of the features which was proposed was 
the continuation of the idea of the president’s conference, 
through the medium of correspondence during the year, 
with the presidents of the various Chapters. You may 
recall that the statement was made that it was proposed 
to initiate a correspondence to secure the exchange of 
ideas which would be beneficial\to the large as well as 
the small Chapter. The task soon developed into one of 
large proportions and entailed a great deal of work each 
month in the preparation of a digest which went back 
to the president of each Chapter, containing the best 
ideas from other organizations. Any labor is worth 
while which is constructive and produces results, and it 
would indeed be a pleasure to read to you the letters 
received from a large number of those who have been 
in correspondence with me throughout the year when 
the final summary was sent to them in May. In every 
instance, there was the plainly expressed hope that this 
most helpful work would be continued in some form or 
other during the coming year. It has been felt for a 
long time that something should be done to bring the 
small Chapter into closer touch with its larger brother. 
‘Problems which faced the smaller groups were in many 
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respects those to be found in other cities. The presi- 
dents were urged to state their difficulties and to report 
on experiments which they had tried and found worthy 
of adoption. Passing these on to other presidents was 
a task which not only interested the president himself, 
but also created a desire on the part of the Chapters 
to prove helpful to each other. Over one thousand pieces 
of mail were exchanged in this undertaking, but it has 
been well worth the effort, as it has added much to the 
year’s success in many of the Chapters. Without wish- 
ing to involve my successor in any difficulties not of his 
choosing, I earnestly hope he will see the wisdom of this 
plan. I feel that the continuation of some such course as 
this, conducted either through the office of the Institute 
president or the educational director, is a real necessity 
that cannot be overestimated. There is no longer any 
doubt in the minds of those who have been closely con- 
nected with the Institute’s affairs that the Chaptergram 
as it is now conducted has largely outlived its usefulness. 
If the Chapter presidents can be convinced of the value 
of giving expression’to their thoughts on Chapter admin- 
istration and are willing to relate for the benefit of 
others the progress of affairs in their own organizations, 
we will come nearer, by this exchange of ideas, to accom- 
plishing the results for which the Chaptergram was 
originally founded. 


Other Matters of Interest 

During the winter season I have attended many of the 
banquets held by the Chapters, and have spoken in almost 
every case on Institute affairs. These annual banquets 
are becoming of greater importance with each succeeding 
year and are bringing together the best elements of the 
Chapter and a representative company of the bankers 
of the city. A comment which is frequently heard is 
that many of the men who have in recent years been 
actively interested in the Institute have not been in 
evidence except at an occasional meeting of importance. 
Surely no man who has profited by reason of his asso- 
ciation in the Chapter and service as an officer, either 
locally or in national affairs, can well afford to drop 
out of sight. Regardless of the growth or importance of 
the Institute, the time will never come when it can do 
without the active and earnest support of its leaders, 
both past and present. There are notable instances 
where men who have reached high places in the world 
of finance have made it plain that they hold themselves 
ready to give generously of their time and energy in any 
cause which the Institute has at heart. 


Membership 

The Institute now consists of sixty-nine city Chapters 
and the Correspondence Chapter. The individual member- 
ship of city Chapters is now 15,644, an increase during 
this year of 1,377. The membership of the Correspondence 
Chapter is 2,452, an increase for this year of 1,113, 
making a total membership at this time of 18,096. Dur- 
ing the year new city Chapters have been organized in 
New Haven, Conn.; Macon and Savannah, Ga.; Des 
Moines, Iowa; Sprinfield, Mass.; Great Falls, Mont.; 
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and Waco, Tex.; Waterbury, Conn.; Grand Rapids, Mich., 
and Indianapolis, Ind., a total of fifteen. City Chapters 
discontinued during the year are Asbury Park, Havana, 
Knoxville, Houston and San Diego. The number of 
Institute graduates is now 1,940, an increase of 430 dur- 
ing the present year. This one statement, more than 
anything else, tells the story of tangible Institute 
achievement. 

The following is a statement of Institute receipts 
and disbursements, covering the fiscal year from August 
15, 1915, to August 31, 1916, inclusive, in accordance 
with the directions of the Institute Executive Council: 


RECEIPTS 
BALANCE ON Hanp AvaustT 15, 1915......... $5,316.33 
JOURNAL-BULLETIN SUBSCRIPTIONS.......... 12,406.70 


This item represents subscriptions re- 
ceived from Chapters at seventy-five cents 
a year from which payment for such sub- 
scriptions is made to the American Bank- 
ers Association at the rate of fifty cents 
a year. 

INSTITUTE STUDY 8,237 .08 
This item represents revenues from Chap- 
ters for text-books and final examinations. 

ASSOCIATE MEMBERSHIP Duss (A. B. A.).... 
This item represents payments from the 
American Bankers Association to the In-| 
stitute upon the basis of seventy-five 
cents a year for each Association member. 

This item includes per capita tax on 
Chapters for convention purposes and 
minor receipts not otherwise classified. 


11,699.88 


EXPENDITURES 
CONVENTION AND ADMINISTRATION........... $3,616.38 


This item covers (1) convention expenses 
paid by the Institute; (2) expenses of 
the Institute Executive Council in at- 
tendance at the annual meeting; (3) ex- 
penses incurred by Institute officers dur- 
ing the fiscal year as distinguished from 
expenses connected with the office of the 
Educational Director. 
SALARIES AND 10,826.55 
This item includes (1) fixed salaries of 
the general office of the Institute; (2) 
authorship work on text-books. 
JOURNAL-BULLETIN AND OTHER PRINTING.... 13,841.88 
This item includes (1) payments to the 
American Bankers Association for Jour- 
NAL-BULLETINS; (2) printing and bind- 
ing text-books; (3) stationery and cir- 
culars. : 
TRAVELING EXPENSES OF EDUCATIONAL Dy- 
RECTOR AND ASSISTANT... 1,829.69 
This item is segregated from expenses in- 
curred by Institute officers. 


This item includes postage, expressage, 
telegrams and minor expenses not other- 
wise classified. 
EXPENDITURES................. $33,182.05 
SUMMARY 
BALANCE AvausT 31, 1916........... $5.906.14 
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I trust that it may not be considered amiss to depart 
from prosaic business and refer for a moment to the 
little blind god who has been hovering over our office 
in New York. All powerful when once he gets to work, 
the little meddler is no respecter of persons or institu- 
tions, and it is now necessary for us to record the not 
far distant departure of the young lady who has brought 
both sunshine and order into the Institute affairs in 
which she has had a hand. The courtesies which Miss 
Jackson has woven into her official duties to make easy 
the tasks of Chapter presidents and Institute officials 
Her admirers in the 
Institute are legion, and though they must now sur- 
render, they will wish her Godspeed in her new field. 

No annual address of the president of the Institute 
should be brought to a close without reference to the 
man who has been the guardian of the best interests of 
the organization for fifteen years. His years of ex- 
perience through the vicissitudes, particularly of early 
days, make his services of increasing value to the In- 
stitute. His unswerving loyalty to the cause of educa- 
tion for young bank men has been a great factor in 
bringing the organization to the point of its present 
prosperity. My personal experience with him through- 
out the present year as an executive has been of the 
most harmonious nature, and I testify at this time to 
my great debt of appreciation for his splendid co-opera- 
tion. It has always been a pleasure to take up with him 
problems which have confronted us, and in their solving 


_ I have witnessed no other purpose than that which 


would work out for the greatest good to the greatest 
number and for the continuation of the prestige which 
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the Institute has attained. Mr. Allen is more than the 
servant of the Institute. He is its great lover, and it is 
to be greatly desired that we shall have the benefit of 
his service for many years to come. 

Gentlemen of the Institute, in closing this address to 
you I have a brief word which may be termed personal. 
I have endeavored to relate to you the progress which 
has been made since we last met in- convention, during 
which time I have, by your choice, been in charge of 
affairs. One year ago you placed upon me a great trust, 
and throughout the following months it has been my 
one purpose to return the affairs of the Institute into 
your hands, having maintained all of the standards 
which have been brought higher and higher for several 
years past, and adding, if possible, new strength for my 
successor. With all the energy at my command I have 
served you this year to the best of my ability. I have 
loved the service and the labors which it has brought. I 
have no words but those of praise for all the members 
who have so willingly co-operated in every task which 
I have undertaken. I believe the Institute is at the 
gateway of great achievement, and I am truly thankful 
that I have had an opportunity to have my share in 
building this great organization. In reviewing the work 
which has been done, if I have fulfilled your expectations, 
I shall rest content. If I have failed, I shall humbly 
accept your evidence of disapproval. For no president 
has had a greater opportunity than has been mine, and 
on the foundation which was so firmly established by my 
predecessors I trust that I have built my portion wisely 
and well. 


COL. FARNSWORTH’S GREETINGS TO THE INSTITUTE 


President Bean read the following letter from Gen- 
eral Secretary Farnsworth of the American Bankers As- 
sociation: 


“It is deeply regretted on my part that I am by 
circumstances again obliged to miss attending this— 
your fourteenth—annual convention; but the very same 
reason applied this time as-heretofore—the close prox- 
imity of your convention to that of the American Bank- 
ers Association and the importance of the work I have 
to do just prior to our convention. 

“Your convention will again prove all important; 
there will be an increased attendance; and matters will 
be handled in a most excellent manner. Please accept 
my hearty congratulations and best wishes for the con- 
tinued success of your organization and its vast member- 
ship. 

“This has been an exceedingly active year in the 
history of your Section, with a marked increase in in- 
terest taken in the various Chapters—all in turn, work- 


_ing to further the idea of the Institute Section—its edu- 


cational feature. Your officials and Executive Council 
are to be complimented on what has been accomplished 


in bringing the large banks of the country to become 
actively interested in the Chapters and their work. 

“To Mr. George E. Allen, educational director, be- 
longs great credit for the important duties he performed 
so faithfully and well. He set a high mark for attain- 
ment in the educational work of the Institute, and had 
labored long and well—all these years—to gain that end. 
With the co-operation of the Section officials from year 
to year, a vast work has been accomplished; and this 
year of your history shows a more general grasping of 
the opportunities and facilities for self-betterment, 
offered through the medium of the educational work of 
the Institute. 

“You are to be congratulated, President Bean, and 
your co-working officials as well, upon the part you have 
taken in the year’s labors—to the end that the coming 
bankers will be better bankers and develop improved 
banking methods.” 

Colonel Farnsworth’s communication was received 
with marked demonstration of satisfaction and apprecia- 
tion. 
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“The Triumph of Theory’? Demonstrated 
in the Federal Reserve System | 


Address by D. C. WILLS, at American Institute of Banking Dinner, Cincinnati, Sept. 21, 1916 


You will observe that the triumph of which I shall 
speak is not that of the person but the principle. The 
word “theorist” has been used so often in a disparaging 
way that even now its employment for that purpose is 
supported by the dictionary. Here is a distinction with- 
out a difference, for most people do not disassociate a 
theorist from one who believes in a theory. A President 
of the United States once said, “It is a condition, not 
a theory, which confronts us.” Before and since that 
statement was made have there been those who be- 
lieved that conditions usually did not reflect theories 
and insisted on conducting their affairs not according 
to fundamentals or underlying principles, but according 
to the promise of immediate gain or other considerations 
which satisfied their practical instincts. Oftentimes 
they used what has been called “horse sense.” But in 
this automobile age horse stuff has lost its premium. 
The practical horse shoer now has an auto repair shop 
and the livery man is running a garage. 

The events of the last few years have, without 
doubt, started many people to think, and some of them 
to study. I am glad to discuss this subject before the 
members of an organization which has always stood for 
scientific banking, an organization which has always 
emphasized the principles that were necessary as a guide 
to success and permanence in American banking. The 
American Institute of Banking has laid stress on 
knowledge as well as experience, and it is a consoling 
thought to remember that the annals of the Institute 
do not contain any reactionary resolutions or pull-back 
petitions in attempts to delay or prevent the enactment 
or enforcement of scientific banking laws. 

I have a picture of a Dupuis, of a Dreher or a 
Rovensky, should any of them be congressman or sena- 
tor, introducing a bill, for instance, involving a partial 
return to the pyramiding of reserves by providing that 
a certain portion might still be kept with correspondent 
banks. Statesmen are not the only people to err in 
their predictions and plans. Unfortunately it often oc- 
curs in this country that the members of one party see 
nothing but evil in the measures of the opposite political 
organization, and are blind in the same degree to im- 
perfections in their own legislation. . Let us, however, 
not be too critical of that situation. Let us look to 
ourselves or our parents, if you please. Are bankers 
always right in their estimate of what certain financial 
legislation means, or what the results will be? There 
are bankers today, not a majority of the bankers in the 
country, but a group of so-called “practical” bankers 
who can see little good in the Federal Reserve law, and 
are predicting all sorts of untoward occurrences as a 
result of its enactment and operation. 

To refresh your memory and mine, I have made 
some extracts from certain proceedings of the Ameri- 


can Bankers Association. Give careful heed, because 
you are going to recognize an old friend. I will 
keep you in suspense a moment whether it was the 
Federal Reserve Act or another piece of financial legis- 
lation which in the judgment of a committee, later 
adopted as the judgment of the association (here I 
quote) “would be contrary to the general plan of our 
government wherein the originators of the Constitution 
sought to leave the largest measure of liberty and free- 
dom to the people to transact their own affairs. Your 
committee does not believe that it is wise statesmanship 
to urge upon the American people the passage of cer- 
tain laws, solely for the reason that there is a clause 
in a party platform, inserted without due consideration 
or opportunity being given to those conversant with the 
subject to show the fallacy of such legislation and only 
for the purpose of furthering political interest. 

“The establishment of would 
be a movement on the part of the government to take 
from intelligent and progressive citizens the 
bank business of the country and place its con- 
trol in the hands of the office-holding class. The danger 
of the political use of such power should cause all 


patriotic men to hesitate before adopting such a radical, . 


measure.” 

The resolution to which all this language led, as 
passed by the American Bankers Association, is as fol- 
lows: “Resolved, that it is the sense of this Association 
that we should condemn in unqualified terms the propo- 
sition for the establishment of postal savings banks or 
any other system by which the government enters direct- 
ly into banking relations with the people.” 

If history has borne out any of the dire conse- 
quences that were stated would follow postal savings 
legislation, I do not read it aright. If any savings bank 
in the country or any other bank for that matter has 
been affected by the competition of postal savings banks, 
its managers, to say the least, are very quiet. In fact, 
the savings bank deposits in the state of New York 
increased last year an amount about equal to the total 
postal savings bank deposits of the entire country. 

It is encouraging, therefore, to those of us who be- 
lieve in the principles and practicability of the Federal 
Reserve law to remember that even practical bankers 
may be wrong. So, when it is observed that a certain 
group of bankers are convinced that the new collection 
plan of the Federal reserve banks is going to put some 
banks out of business, do not make up your mind that 
the predicted event will occur. The chances are it will 
not. Mr. Hamlin of the Federal Reserve Board, in his 
address before the Ohio State Bankers at Columbus last 
week likened the criticisms of the collection system to 
the Erie war. It was a very pat illustration. In the 
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city of Erie, Pa., back in the year 1853 the railroad 
entering the city from the east was a certain gauge, 
while the road leading west had a different gauge track. 

All the passengers, express packages and freight had 
to be cabbed, carted or carried from one set of tracks 
to the other. This was a good business for a few people. 
There came a day, however, when the railroads decided 
to connect and use standard gauge track. The Erie 
Railroad war resulted because it was said grass would 
grow on the streets of Erie if the stupid railroads had 
their way and took this business away from Erie citi- 
zens. When one thinks of that prosperous city on the 
lake, it is difficult even to imagine that there was a 
time when it took troops to quell a rebellion against 
substituting a standard gauge railroad through the city 
for a line of hacks and express wagons. 

For the reason that I was in the banking business 
for twenty-five years before becoming a Federal reserve 
agent, I acknowledge a tendency toward the viewpoint of 
a banker. It is amazing, however, if not amusing, how 
some bankers will voluntarily take an action, the equiva- 
lent of which they will protest against doing if it be 
necessary by law or regulation. For instance, bankers 
frequently accept unprofitable and losing business by 
paying excessive rates, paying against uncollected funds, 
etc., but will use the “we need the money” plea against 
relinquishing what has generally been regarded as an il- 
legitimate charge when required to do so by law. This 
observation applies to other phases of putting into oper- 
ation the Federal Reserve law. An early objection, 
which now has disappeared, was against the requests 
for information and figures which appeared especially 
in the earlier days of organization. When a big New 
York trust company undertook to catechize the banks 
of the country on their impressions of the Federal Re- 
serve system I was surprised that not a single banker 
publicly arose in his independence and stated he was 
tired answering questions. I do not remember reading 
even one editorial in a financial paper asking how long 
the banks of this country were going to submit to these 
outside requests for information. Neither do I recall 
seeing a schedule-of the extra employees required in 
some institutions to prepare information for volunteer 
and unauthorized inquiries. And then—the result of 
that canvass—with what simple faith it was accepted 
in some quarters, when as a matter of fact several years 
ago O. Henry correctly diagnosed a straw vote by say- 
ing, “It only shows which way the hot air blows.” 

But why discuss consistency, when I am scheduled 
to speak of a triumph. The people, that is the public, 
have had a theory for a long time that the banking 
business was of a semi-public nature, and by reason of 
its character in that respect the public were entitled 
to some degree of supervision of the business. The peo- 
ple have triumphed in that theory, since the Federal 
reserve system is under the direction of a Federal Re- 
serve Board appointed by the president and one-third of 
the directors of the banks are appointees of the Federal 
Reserve Board. This triumph accounts in a large meas- 
ure for the confidence the public has in this new system. 
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Business men entitled to credit have had a theory 
for a long time that those times of. stringency in the 
country when normal, credit operations were either 
stifled or stopped, could be avoided by a proper system 
of banking. These business men have triumphed in the 
establishment of these regional reservoirs of credit, 
where rediscounts are available for banks and where 
rates are published. They have triumphed, too, in the 
gradual restoration of the bill of exchange to its place 
as the prime instrument of commercial credit. When 
the trade acceptance shall be the rule instead of the 
exception, and when acceptances shall take the place of 
open accounts, it will be a triumph of the business men 
of the country primarily, since they are doing most of 
the work of promotion and agitation. There are a num- 
ber of brilliant exceptions among the bankers who are 
doing a powerful work as pioneers in this field. 

Commercial bankers have had a theory for a long 
time that banking would be on a better and safer basis 
if they were given greater freedom and powers in hand- 
ling strictly commercial business. They have triumphed 
in this respect, for under the reserve law as amended, 
member banks may now make acceptances against im- 
ports and exports; they may also accept finance bills of 
foreign bankers to create dollar exchange; they may also 
make acceptances covering domestic trade. What does 
this triumph mean? It means that opportunity is open 
to men of initiative and knowledge as never before in 
the banking business of this country. 

I think every Federal reserve bank officer agrees 
with what Governor Wold said in his Montana speech 
of August 25. He said, “During the fifty years of the 
National Bank Act certain banking practices acquired 
a venerable respectability and many methods and cus- 
toms acquired the force of unwritten law. We became 
accustomed to an unscientific banking system, and 
through habit and lack of corrective influences came to 
regard certain evils as more or less of a necessary 
burden. I speak with sympathy for bankers in refer- 
ring to this phase of our financial experience, for bank- 
ing is the business in which I have spent my active 
business- life. I would not, however, feel from those 
years of personal contact with the business that I 
could defend the banking business as a whole from the 
charge that in many respects it has been unscientific, 
in some respects crude, and in some respects the victim 
of parasitic evils which have become part of it.” 

Now, what does all this mean to the members of 
the A. I. B?. The answer is so obvious that it scarcely 
need be stated. The machinery is at your hand. A 
scientific, workable banking system is now the law 
of the land. The rewards are not going in the future 
as they may have partially in the past to the unskilful, 
the unlearned or the unscientific in banking, but will be 
bestowed on those who conduct the business according 
to its fundamentals, its principles, its relations to the 
whole structure of commerce as well as its local and 
immediate application. Most of the men who reap these 
rewards ought to come from the American Institute of 
Banking. 
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What Manner of Man ‘The Banker of 


‘Tomorrow 


Broader Ideas and Higher Ideals Urged by John J. 
Arnold in an Address at the Cincinnati Convention 
of the American Institute of Banking. 

The subject upon which I am to speak to you this 
morning is one of my own choosing—“The Banker of 
Tomorrow”—and what I will have to say to you is of 
an informal character. I trust you will take it from 
me as not in any way in the line of criticism, but rather 
along the line of observation and suggestion. I pre- 
sume that when I speak to you of “The Banker of To- 
morrow” you naturally think of the bank clerk of today. 
The probabilities are that the banker of “tomorrow” is 
a bank clerk today, but that doesn’t mean that the bank 
clerk of today will necessarily be “the banker of to- 
morrow,” nor, is it likely that every Institute man will 


be a “banker of tomorrow,” but I am inclined to say ' 


that every “banker of tomorrow” is likely to be an In- 
stitute man today! 

I have in mind some of the conventions of our early 
days—the pioneer days of Institute work. I have been 
allowing my mind to go back and recall the names of 
the men who, in those days, were the leaders in our 
conventions, and I have in mind one convention in par- 
ticular, where a group of men were unusually popular, 
not because of their qualities of leadership, but because 
of their peculiar qualities of levity. And in thinking 
of that convention, and in recalling those men, naturally 
I wondered and wanted to know where they were, and 
if I would give you their names this morning, I believe 
there would be very few here, if anyone, who would be 
able to tell me. And then I thought of a group of men 
who were in those days quietly, but in a dignified way, 
taking an interest in the real things of Institute work, 
and if I would mention their names to you they would 
all be known to you. The question of leadership is not 
dependent upon the moment’s activity; it is not depend- 
ent upon that quality that makes for good story telling 
—although that is something I have often craved for, 
but it has not been given to me—but the men who are 


the bankers today in our country are the young men. 


of the Institute of yesterday who gave serious thought 
to the serious problems confronting us in those days. 

There are today two great economic forces at work, 
and both of them work together—very often to our dis- 
couragement. The one is that of the luxurious life. 
Have you ever thought of the fact that you and I, and 
even the laboring men of today, are enjoying in our 
homes luxuries which the monarchs of a hundred years 
ago were not privileged to have? These are conditions 
into which we fall very readily; we move with the 
stream, and before we know it, we are in a position 
where we recognize that we need a large income in order 
to sustain us in our daily life and provide for our daily 
wants. This condition has made it necessary for another 


Must Be 


economic force to become operative, and that is the 
force which looks toward the elimination of waste, and 
the reduction of cost in our institutions. I know that 
many a young man has been discouraged because of the 
fact that in our banking institutions we are beginning to 
introduce machinery in places where the mind and the 
hand worked in the past; and the young men naturally 
feel discouraged; they say those are insurmountable 
obstacles. Will you permit the machine, or anything 
that you are using, to master you, or will you master 
the machine? I remember men who were working on the 
books in the office, and who became discouraged because 
they had the same routine duties day in and day out. 
That it is not a question of being merely a good clerk 
or a good bookkeeper, or a good machine man that will 
prepare you for the banking world of tomorrow, but the 
banker of tomorrow is he, who, while he is doing those 
things, is looking beyond—is getting a vision of the 
horizon and is studying the larger questions of the 
banking world. Have you ever thought of the fact that 
the president of the largest banking institution in the 
United States today has never been a bank clerk? The 
fact that you are a bank clerk today doesn’t make you 
the banker of tomorrow, but if you are serious in your 
endeavor in the work which the Institute is carrying 
on, you are bound to grow and develop. . 

I want to give you something which came to me 
from one of the greatest bankers of England, as an en- 
couragement with regard to the things which the Amer- 
ican Institute of Banking has accomplished. One of 
London’s greatest bankers was in this country the year 
prior to the war, and he had beén making journeys 
and trips through this country at intervals prior to 
that time. When he was in the city of Chicago, he 
was my guest for several days and he made the state- 
ment to me that on former trips he had met very few 
men in the banking world in the United States who were 
in a position to discuss with him the larger problems 
of banking. Now, that was due to a very natural 
cause. When our country was in its beginning, in the 
days of pioneer work, we organized our individual bank- 
ing systems, and a bank was organized particularly 
to satisfy the needs of a certain community, and that 
bank served that community and served it well, but 
the result was that the banker in charge of that insti- 
tution became largely a local money lender, and his 
vision didn’t go much beyond his immediate surround- 
ings. He served his day and generation well. After 
this gentleman had told me of the changed condition, 
I took the liberty to ask of him who the men were, 
with whom, in his latest trip he had been in touch 
and in contact, and he named them one by one, about 
a dozen of them, and do you know, that every one of 
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those men had been either an active member or an 
associate member of the American Institute of Banking? 

One of our leading bankers in the United States 
made the statement not six months ago in my hearing, 
that in his judgment the accomplishment of the intro- 
duction of the Federal reserve system in this country, 
was due largely to the work which had been done 
through the American Institute of Banking. So that 
the banker is the pioneer in the development of our 
national life, and we have now come to a new place in 
our history Not only have we come to a new place in 
our history, but we have come to a point where we real- 
ize that we are occupying a new place among the na- 
tions of the world. The horizon has suddenly been ex- 
tended and enlarged, due to irresistible forces, one of 
which has been working steadily but surely from year to 
year, and the other came upon us very suddenly. The 
first force to which I refer is the fact that we have been 
moving gradually from the position of an agricultural 
nation to that of an industrial nation. That means 
that our population is moving into. the larger centers. 
It means that in those larger centers, we are producing 


articles for the use of mankind in larger numbers than’ 


can be consumed by our own population. As a result, 
we have been finding it necessary to find an outlet for 
the surplus products produced in our cities. This 
hadn’t made much of an impression upon our people un- 
til the great war came upon us in 1914. Then we readily 
and very quickly began to understand that indeed and 
in truth “no man liveth unto himself alone.” But the 
question of our development in the ‘future is one that 
will require pioneer work, just as did our development 
of national life in the past, and to my mind there is 
no agency better suited for the study of the problems 
which are confronting us with regard to world rela- 
tions, than the American Institute of Banking. 

I must confess to just a little disappointment in 
finding that this particular situation as we see it, has 
not been given a more prominent place on the program 
of this convention. When I looked the program over, 
I found that we were confining ourselves in our discus- 
sions very largely to our domestic conditions and domes- 
tie relations. I would like to be able to bring to you 
a vision which will go with you as you go back to your 
organizations at home, and which will bring into your 
lives a new impulse for the study of world relations. 
How can this best be accomplished? Naturally, we want 
to study the channels, the arteries, through which these 
great movements are flowing. Do you know, that I, 
personally, would like to see instituted in our course 
of study, debates and discussions of these great ques- 
tions? I don’t want you to bring in professional men— 
I don’t want you to bring in experts. When I go back 


to the days of the Institute’s beginning, and think of 


the results that came to us because of our labor, I want 
to tell you that to my mind, the greatest benefits al- 
ways came from personal effort, rather than from the 
bringing in of experts or students of a given subject, 
and allowing them to discuss that subject for us. When 
we studied branch banking—when we studied foreign 
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banks—when we studied the systems of banking the 
world over, the man who applied himself personally, 
developed and grew under it much more than the man 
who merely listened to a discussion of the subject. And 
so, I should like to have in all our Chapters throughout 
the United States a discussion of such questions as “the 
arteries of transportation.” I wonder how many of 
you men have given serious consideration to the difficul- 
ties which have confronted our commerce since the out- 
break of the war? Do you realize that when this war came 
upon us, and the great German merchant marine was 
put out of commission, the commerce of this nation was 
at the mercy of the greatest combination of shipping 
interests that the world has ever known—the Liver- 
pool shipping pool,—that our commerce was carried by 
those transportation lines, just to the extent, to the 
degree, that they wanted it—that they charged us the 
prices for delivery that they wanted to charge, and that 
we stqod practically helpless? It seems to me that the 
American Institute of Banking,—the banker of “to- 
morrow,” ought to get busy and study the problems 
of our international relations, in order that we may help 
to educate the people in our communities to see the 
need for transportation lines. 

May I say to you, just to illustrate what I have in 
mind, that our laws require your attention—our laws 
governing the manning of our ships; that that’s the 
great obstacle today in the way of the development 
of a merchant marine. Captain Dollar, of the Dollar 
Steamship Line, at our meeting of the National Foreign 
Trade Council, in New Orleans last January, said that 
shortly after the passage of the Seaman’s Bill, he had 
occasion to make a trip to Japan, and while there, he 
went to the office of some of his friends who were also 
in the shipping business, and they had upon their desk 
a large document, a translation of our Seaman’s Bill, 
and that they had been discussing it, pro and con, and 
after they had discussed it, they asked him whether it 
was true—whether it was correct, and when he had 
answered in the affirmative, they made this remark: 
“Well, we had hoped some day to get control of the ship- 
ping of the Pacific, but we had never dared to hope that 
the United States Government would legislate it into our 
hands.” Now, those are problems and conditions with 
which you, the banker of tomorrow, must acquaint your- 
selves. 

Another subject which -I think we ought to under- 
take to study in our Chapters during this year, and I 
am sure we can find nothing of greater interest, is the 
trade treaties made and entered into between nations 
outside of our own. If you become interested in the 
study of the trade treaties, for instance, the joint treaty 
of the Allies, and then the treaty between Russia and 
Japan, you will readily see the trend of things, and you 
will come to understand—and I am saying this as a 
Democrat in principle, and as. a man who has always 
been inclined toward the policy of free trade—you will 
readily come to understand that when this war is over 
the United States of America will need protection for 
her industries if she ever needed it. 
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These are questions which will broaden you, broaden 
your horizon and your vision, broaden your understand- 
ing of world conditions, and you ought to get this view- 
point, because in the future all American bankers will 
have to think international thought. You would be 
surprised, as you get in touch with the foreign banker, 
to find out how everything he does is carried out with 
respect to its relation to the outside world. Our gold 
supply in this country—our gold supply in the Federal 
reserve bank in the City of New York has been the sub- 
ject of discussion, not only on the part of bankers in 
Europe, but on the part of business men, as they have 
come to my desk—they have been studying it and analyz- 
ing it out and wondering how it is going to affect their 
relations with us after the war is over. 

We must come to understand that indeed and in 
truth we are a world power. The banker of tomorrow, 
to my mind, must be a man interested, shall I say, in 
politics—in our national life, because of its meaning 
in our relations with the outside world. I would like 
to say, yes, politics, yes, but not partizan politics. We 
must study all of these questions from the standpoint 
of what is best for us as a nation, irrespective of what 
our political leaning may be, and from this standpoint 
I am going to close with the plea which I have made in 
practically every address I have delivered since the out- 
break of the war, and that is this: If ever there was 2 
time in which a nation was given the opportunity of 
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demonstrating the one thought of the patriotism of 
peace, as opposed to that of the patriotism of war— 
that nation is the United States of America. Don’t 
forget that and don’t misunderstand me. I, personally, 
am absolutely in favor of universal military training, 
but I want to say this, not for conquest, nor primarily 
for self-defense, but for the full development of our man- 
hood. Nevertheless, I believe in absolute preparedness 
to meet whatever condition may come, but irrespective 
of that, I believe that in order to avoid a military con- 
flict, we, as a nation at this time, should demonstrate 
in one direction that which European nations are demon- 
strating in others. We have been told and told truth- 
fully that in the European nations the citizens have 
laid aside all of their differences—they have forgotten 
politics—and they are standing shoulder to shoulder as 
one man in the defense of their home land. It seems 
to me that we, as Americans, in this day and age, should 
forget our politics—we should forget our differences—we 
should lay aside all that which causes a line of demarca- 
tion between us and stand shoulder to shoulder, and in 
this the bankers of tomorrow, you young men, can be 
leaders, not, I hope, in the defense of our home land, 
but in lifting up an ideal in a way in which the world 
has never seen it lifted up, and demonstrating to nations 
everywhere what is the true “Fatherhood of God” and 
the real “brotherhood of man.” 


Report of the Institute Committee on ~ 


Military 


At the San Francisco convention of the Insti- 
tute it went on record as being in favor of military 
preparedness in the nation and of the formulation and 
making effective of a plan of military training amongst 
bank men. The committee appointed under that resolu- 
tion has been diligent in its efforts to carry out, its 
provisions and now reports to you not only the con- 
crete accomplishments in military training work of ‘the 
various chapters comprising the Institute, but its con- 
clusions, the result of a year’s experience, as to the rela- 
tion of the American Institute of Banking to the move- 
ment of military preparedness, now a vital and living 
part of national polity. 

The American Institute of Banking exists to benefit 
banking through a wide and efficient diffusion of proper 
banking knowledge. Because of this the past year has 
known of loyal Institute members questioning the pro- 
priety, if not the wisdom, of linking education to mili- 
tary preparedness. This, ipso facto, places military 
training and national defense at variance with educa- 
tion and immediately opens wide the question, extensive 
in its ramifications, of the relation of education to the 
responsibilities of citizenship. If any doubt previously 
prevailed, the last two years of history have set at 
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rest for some time at least the question so often pro- 
pounded through the years as to whether the citizen 
exists for the nation or the nation for the citizen. The 
true purpose of education is not only to develop the 
individual in highest degree for individual activity and 
a proper exercise of liberty, but also to intelligently co- 
ordinate him with the collective body which is desig- 
nated a nation. It therefore follows that the ultimate 
purpose of education is to develop the individual to 
that point where he is of most value not only to him- 
self but also to the state, without whose protecting arm 
that which he holds dearest is of little worth. Educa- 
tion has lost a great part of its beauty and power, when 
it ceases to consider as one of its ends the preservation 
by all honorable means of the continuous and uninter- 
rupted life of the state. The University of Louvain in 
Belgium was the refined essence of education. Louvain 


is in ruins. Until rebuilt its educational power is gone. . 


It fell before the advance of educated might. The 
American Institute of Banking might well now cease to 
exist if the great principles for which it stands were 
not to go on as a part of the ideals and life of the na- 
tion whose continued existence alone insures its per- 
manency. Of what value would the Institute be to 
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Americans if the nation ceased to be American? What 
would education for the advancement’ of America avail 
if America was no more? The great climax of educa- 
tion is to lay if necessary all upon the altar of country, 
to sacrifice life itself for the perpetuity of a nation’s 
ideals, themselves the outgrowth of educdtion. The 
only protection of a nation in final form is physical 
power. The proper direction and effective utilization of 
physica] power in the defense of a nation and its in- 
stitutions is designated military training and discipline. 
The continuous life of a nation rests upon military pre- 
paredness. The greatest development of a nation rests 
upon education. Education and military preparedness 
are indissolubly linked together. They are both the 
higher essentials of good citizenship. Your committee 
can never admit that military preparedness is not a 
proper consideration for an educational organization. 
It will never concede that the interest of the Institute 
in military preparedness has not been consistent with 
its highest ideals of education. 

But when we last met the attitude of the nation 
was not what it now is toward military preparedness. 
We were amongst the first of great organizations to go 
on record. The political sentiment of the country has 
changed. The matter of military preparedness is before 
the bar of public opinion where it properly belongs. 
The issue now is the degree of preparation and the 
methods by which it shall be made effective. A great 
number of our citizens are in arms and the bank men 
of the country are represented in full proportion. The 
situation has been materially altered. In the carrying 
out of the purposes for which it was formed your com- 
mittee prepared a pamphlet for distribution which met 
with the approval of high military authorities. It was 
intended to be permanent in form. It contains all sug- 
gestions necessary to undertake work tending to increase 


, military efficiency in bank men. Your committee is 


happy to have made this contribution to Institute liter- 
ature. The pamphlet may be had by writing to the In- 
stitute office. 

Your committee makes the following recommenda- 


, tions for your approval: 


1. That it is not inconsistent with the educa- 
tional ideals of the Institute for chapters to under- 
take military training work as set forth in the 
amphlet of your committee prepared for distri- 
ution. 

2. That the country is fully aroused to the neces- 
sity of military preparedness and that the various 
chapter authorities are best able to determine the 
extent of chapter activities in military training 
work. 

3. That a committee of the Institute on military 
training as at present constituted is no longer 
necessary and that chapters undertaking military 
training work be gsided by the plan already pub- 
lished, and in consultation with the educational 
director. 

4. That if the next president of the Institute in 
his wisdom shall deem advisable a committee to keep 
in touch with the developments in military pre- 
paredness particularly as they may come before the 
next Congress, he shall appoint such a committee 
not to exceed in number three members. 
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Al but eight chapters of the Institute have reported 
on the work done in military training during the past 
year. These reports have been tabulated and made a 
part of this report. 

Your committee is grateful for the co-operation it 
has received. It is happy to have been a part in a truly 
national and patriotic movement. It may always be 
remembered with just pride that in a stirring period of 
national history, the Institute, a great organization com- 
prised of those who daily come in contact with the pow- 
erful agencies of material development, did its share in 
quickening the national mind to a realization of the 
necessity of those finer and spiritual things which col- 
lectively are denominated patriotism and love of country. 


Respectfully submitted, 


H. J. Dreher, Chairman Charles Elliot Warren 
E. D. Hulbert J. S. Curran 
Joseph Chapman W. S. Evans 


Committee on Military Training, American Institute of 
Banking. 


Summary of Chapter Presidents’ Reports 


ALBany, N. Y. 
Five members to Plattsburg. 
Six members to Mexican border. 
Entire Chapter in preparedness parade. 
Ample local militia organizations. 
Chapter inspection of Watervliet arsenal. 
ATLANTA, Ga. 
Some members in state militia. 
Officers of banks favorable to movement. 
Austin, Texas. 
No activity. Favorable to movement. 
Md. 
Preparedness meeting at which 200 were present. 
BIRMINGHAM, Ala. 
No activity. 
Boston, Mass. 
Mass meeting on preparedness. 
Twenty-seven members in training school. 
Several members to Plattsburg. 
BuFFALo, N. Y. 
Members at Plattsburg with aid of local bankers. 
Many at Mexican border. ; 
Chapter voted not to do collective work on account 
of efforts of local bankers. 
CHARLESTON, S. C. 
No activity. New chapter. 
Members in organized militia. 
Curcaeo, Il. 
Preparedness meeting held. 
CINCINNATI, Ohio. 
Seven members to military training camps. 
Two preparedness meetings. 
CLEVELAND, Ohio. ~ 
No activity. 
CotumBsIA, S. C. 
No activity. New chapter. 
DALLAS, Texas. 
No activity. 
DENVER, Colo. 
No activity. 
Des Mornes, Iowa. 
No activity. 
Detroit, Mich. 
Twenty-one men joined organized militia. 
Rifle club organized with thirty-one members. 
Preparedness meeting. 
DututH, Minn. 
No activity, too small. 
Six members in state militia. 
Eau Carre, Wis. 
No activity, too small. 
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Ext Paso, Texas. 
No activity, new chapter. 
Chapter in preparedness parade. 
Fort WortH, Texas. 
No activity. 
GranpD Rapips, Mich. 
Report sent but not received. 
GREAT Mont. 
No activity, too small. 
One member at Mexican border. 
HartTrForD, Conn. 
Preparedness meeting. 
JACKSONVILLE, Fla. 
No activity, too small. 
Some members in militia. 
Kansas City, Mo. 
About twenty men joined organized militia. 
preparedness meetings. 
One man to training camp. 
LittLte Rock, Ark. 
No activity. 
Los ANGELES, Cal. 
Some members joined militia and went to training 
camps. 
Directors indorsed preparedness movement. 
Macon, Ga. 
No activity, too small. 
One member to Mexican border. 
MeEmpHis, Tenn. 
Ten men to training camp at Chickamauga. 
Twenty men joined organized militia. 
MILWAUKEE, Wis. 
Preparedness meeting. 
MINNEAPOLIS, Minn. 
Members at Mexican border. 
Northwestern National Bank organized company of 
its employees. 
NEw Haven, Conn. 
No activity, too small. 
Fifteen members on Mexican border. 
New ORLEANS, La. 
Eleven members joined Washington artillery. 
Preparedness meeting. 
New York, N. Y. 
Thirty men joined militia. 
One military unit organized. 
National City Bank organized cavalry troop. 
Bankers Trust Company organized military unit of 
about sixty men. 
Guaranty Trust Company organized a rifle club. 
Thirty men attended training camps. 
Preparedness meeting. 
OAKLAND, Cal. 
Nine members at training camp. 
Two members on Mexican border. 
OMAHA, Neb. 
One member joined militia. 
One member attended training camp. 
PHILADELPHIA, Pa. 
About fifty attended training camps or joined or- 
ganized militia. 
Preparedness meeting. 
PITTSBURGH, Pa. 
Preparedness meeting. 
Six members attended training camp. 
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PITTSFIELD, Berkshire County, Mass. 
One member at Plattsburg. 
One member in naval militia. 
PorRTLAND, Ore. 
Some members in local rifle clubs. 
Rebated dues to members serving on Mexican border. 
Four hundred bank men in preparedness parade. 
Resolution favoring military training amongst high 
school boys. 
PROVIDENCE, R. I. 
Eight members at Plattsburg. 
RaterGH, N. C. 
No activity. 
RICHMOND, Va. 
No activity. 
Members in state militia. 
Rocuester, N. Y. 
Preparedness meeting. 
Some members in militia and at Plattsburg. 
SACRAMENTO, Cal. 
Fifteen members in machine gun company. 
Preparedness meeting. 
Effort being made to organize rifle club. 
Some members in organized militia. 
St. Louts, Mo. 
No activity. 
St. Minn. 
No activity. 
Satt LAKE City, Utah. 
Twenty members in training camp. 
San ANTONIO, Texas. 
Some members at. training camp. 
San Dreco, Cal. 
No activity. 
San Francisco, Cal. 
Some members at training camp. 
Three ee meetings. 
ScRANTON, Pa. 
No activity. 
SEATTLE, Wash. 
Preparedness meeting. 
Two hundred and fifty in preparedness parade. 
SPOKANE, Wash. 
Eleven members at Mexican border. 
Syracusg, N. Y. 
Several members at Mexican border. 
ToLEDo, Ohio. 
Preparedness meeting. 
Utica, 
Preparedness meeting. 
Four members at Mexican border. 
Two banks have agreed to send two men each to 
Plattsburg. 
Waco, Texas. 
No activity. 
WasuineTon, D. C. 
Ten members in rifle clubs. 
Twenty-two members in D. C.- militia at Mexican 
border. 
Wants to create central bureau of information for 
use of chapters in military training activities. 
WHEELING, W. Va. 
Rifle club being organized. 
WILKES-BarRRE, Pa. 
No activity. 
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DIGEST OF REPORTS OF THE THRIFT COMMITTEE 


AMERICAN INSTITUTE OF BANKING 


E. G. McWILLIAM, Chairman 


ALBANY, New York. 

- Thrift talks published. Have speakers bureau of 
thirty-five speakers. Apparently successful cam- 
paign under way. Approximately 3,000 people ad- 
dressed.. Lantern slides placed in leading theatres, 
with snappy thrift sayings. Large hand-painted 
placards on exhibition in various places—attracted 
much attention. Seventeen hundred school children 
have opened accounts. Thrift Sunday in all 
churches May 21. Thrift articles by prominent 
men in newspapers. 


Assury Park, New Jersey. 
Thrift talks are published. Some addresses made 
before schools and clubs. 

ATLANTA, Georgia. 
Active campaign. Newspapers and various organi- 
zations co-operiting. “Reward of Thrift” film 
shown. Papers of the state furnished with A. B. A. 
Thrift Talks, in co-operation with Macon Chapter. 


AusTIN, Texas. 
Chapter still too new. All attention given to edu- 
cational courses. 


BALTIMORE, Maryland. 

Thrift Advisory Commission of prominent indi- 
viduals and representatives of the most influential 
organizations and interests in the state has been 
organized. Savings banks of Baltimore lending 
movement hearty support and have entered into 
co-operative plan of advertising to run during cam- 
paign. Centennial Thrift Campaign indorsed by 
Maryland Bankers Association, which has appointed 
a committee to co-operate in the State Thrift Move- 
ment. School savings system under consideration. 
Thrift campaign brought to attention of Clearing 
House Association and other organizations in an 
endeavor to organize Thrift Association. American 
Bankers Association thrift talks published in two 
daily papers. Chapter preparing speakers for thrift 
talks. 


Boston, Mass. 
Some efforts made to establish school savings banks, 
otherwise nothing attempted. 


BuFFALO, New York. 
Talks given before church and factory clubs. Good 
results,—requests for speakers from others. Talks 
on thrift published. Have urged adoption of school 
savings banks. 


CHATTANOOGA, Tenn. 
Thrift campaign conducted during March (Details 
sent to A. B. A. for reference). Thrift Committee 
of five. Hearty co-operation on part of all banks. 
Advertise separately. Have speakers bureau. 
School savings banks flourishing under control of 
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local bank (Chattanooga Savings Bank). News- 
paper clippings sent to Savings Bank Section. Chat- 
tanooga Association for the Promotion of Thrift or- 
ganized. Attractive folders gotten out. 


CLEVELAND, Ohio. 
Trust companies conducting a joint campaign and 
west side banks conducting community plan of 
advertising. Chapter contemplates fall activities. 


Datuas, Texas. 
Newspaper campaign planned, a thrift week and 
talks in shops, factories, Y. M. C. A., and churches. 
Savings banks co-operating. Thrift talks published. 
Some co-operative advertising done. 


DENVER, Colorado. 
Committee of business men and professional men 
appointed. Billboard display advertising on thrift 
contracted for, for six months. Negotiating for es- 
tablishment of school savings system. Arranging 
for speakers to address employees of large industrial 
concerns with view of organizing savings clubs. 
Newspapers co-operating. Campaign will be ex- 
tended according to support. 

Des Morngs, Iowa. 
Chapter recently organized. Giving full attention 
to study courses. Expect to take up thrift cam- 
paign later. 


Detroit, Michigan. 
Thrift lectures given at Y. M. C. A. and noon fac- 
tory meetings. “Reward of Thrift” shown, also 
Y. M. C, A. thrift exhibit. School savings system 
established in one-third of all the schools. Thrift 
talks published. 


DvututH, Minnesota. 
Chapter joined forces with Y. M. C. A. and cam- 
paign under way. 

Eau Wisconsin. 
Have accomplished but little, although local news- 
papers have published a great deal of thrift litera- 
ture. Contemplate putting “Plan A” into opera- 
tion. 


Ext Paso, Texas. 
Chapter still very young. Educational work only 
thus far. Will attempt campaign after more ex- 
perience and the success of the Chapter is assured. 


Fort WortuH, Texas. 
Three months’ campaign will be inaugurated Octo- 
ber 1, 1916. 

GRAND Forks, North Dakota. 
Thrift committee in charge. Talks given by promi- 
nent men. Local daily papers running “Thrift 
Page” and publishing A. B. A. thrift talks. Will 
take up campaign more thoroughly in fall. 
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HartTForD, Conn. 
Efforts made to get speakers before societies; to 
organize school savings banks; and to secure co- 
operation of ministers and the press. Little suc- 
cess. Thrift talks published in city and neighbor- 
ing towns. Adoption of school savings banks taken 
up with school principals. Some schools using thrift 
talks in class rooms with success. Y. M. C. A. con- 
ducted thrift week in which Chapter assisted. Some 
1 addresses made. 
JACKSONVILLE, Florida. 
Special thrift committee of three. Two meetings 
held and thrift campaign inaugurated through 
churches, newspapers and Chamber of Commerce. 
Fair success. Advertising men of various banks 
appointed as a committee to consider co-operative 
advertising. Newspaper articles sent to Savings 
Bank Section,—thrift talks not being published at 
present. 


Littte Rock, Arkansas. 
Little thrift work attempted. Class in public 
speaking organized. Hope for results later. Banks 
are doing some work independently. Newspapers 
publish local talks. School savings banks have been 
in operation some time. 

Los ANGELES, California. 

Advisory committee of fifty prominent citizens from 
various lines of activity co-operating. Movement in- 
dorsed by Chamber of Commerce, Clearing House 
Association, Advertising Club, and other organiza- 
tions. Twelve talks have been given, approximately 
10,000 people having been reached in this manner. 
Series of talks by prominent men in course of ar- 
rangement. Plans include a Thrift Sunday when 
all clergymen will preach upon the subject and a 
motion picture play is to be produced. Thrift talks 
and many other thrift articles are published. 

Macon, Georgia. 

Thrift week conducted May first. Addresses by 
prominent men in public schools. Banks joined 
in thrift advertising. “Reward of Thrift” exhibited. 
Thrift talks published. Succeeded in having thrift 
talks published in many small newspapers in south- 
ern part of state. 

Mempuis, Tenn. 

Say Chapter too small to attempt thrift work. 

MILWAUKEE, Wisconsin. 

Very successful in thrift work. Committee com- 
posed of men from various lines of activity. Public 
speeches made, also thrift advertising in daily pa- 
pers and other mediums. 

MINNEAPOLIS, Minn. 

Advertising in newspapers and thrift talks being 
published. One daily paper devoting page to bank- 
ing topics each Monday. Furnishing speakers as 
required. Soliciting co-operation of the Clearing 
House Association on “Plan A.” One of the banks 
has been operating school savings banks for some 
time past. Y. M. C. A. assisting in thrift cam- 
paign. 
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New Haven, Conn. 


New Chapter. Only educational work attempted. 


New ORLEANS, La. 


Ten of the Chapter members visit public schools 
weekly, each visiting two schools one day a week 
and delivering thrift talks; approximately 40,000 
addressed up to July, 1916. Banks co-operating 
and thrift talks are published. Propose to offer 
prizes for thrift compositions in fall; also co-opera- 
tive advertising. 


New York City, N. Y. 


Campaign thoroughly organized. Great success. 
Newspapers co-operating—two contests under way. 
Savings banks co-operating and paying initial cost 
of school savings bank supplies. Thrift talks and 
other articles published. Speakers bureau with 
secretary in charge. Over fifty addresses already 
made. Committee of school teachers co-operating in 
organizing school savings’ banks—over eighty have 
been organized. Thrift Advisory Committee or- 
ganized. Thrift meetings held in Y. M. C. A. 
rooms, churches, grammar and high schools, shops 
and factories. Eleven members of Chapter gave 
total of 212 addresses before 72,846 people. One 
member sent to Texas by A. B. A. to give series 
of thrift talks. 


OAKLAND, California. 


No thrift activities on part of Chapter. School 
savings banks have been in operation for several 
years. 


Omana, Nebraska. 


Chapter not in position to attempt more than reg- 
ular work. “Plan A,” however, under consideration. 


PHILADELPHIA, Pa. 


Thrift week conducted at Germantown. City-wide 
campaign planned. Little interest. Banks not co- 
operating.” Thrift talks are published. Will en- 
deavor to arouse interest in school savings banks. 
A number of thrift addresses made. Thrift exhibit 
provided for the Philadelphia Today and Tomorrow 
Civic Exposition. School authorities interested in 
school savings system. 


P1ITTsBURGH, Pa.’ 


Have hesitated to push campaign on account failure 
of large savings bank. Members have appeared be- 
fore clubs and church organizations, also factories. 
Thrift talks and articles are published. Co-operat- 
ing with leading newspaper and will offer three 
prizes to women for best articles on thrift and 
household economy. 


PITTSFIELD, Mass. 


Chapter co-operating with Y. M. C. A. Several 
talks on thrift were given. School savings banks 
have been in operation for some years. Other in- 
terests doing thrift work, therefore little activity 
on part of Chapter. 


PorTLAND, Oregon. 


Systematic campaign exceptionally well organized. 
Credit Men’s Association, Consumers League, Ro- 
tary Club, Ministerial Association, Parent Teach- 
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ers Association, Portland Woman’s Club, Progressive 
Business Men’s Club, Realty Board, Transportation 
Club, and banks, all co-operating with Chapter, 
each having a definite field assigned. Campaign 
puts them in touch with all classes. and kinds of 
people. School savings banks have been in opera- 
tion some time. Y. M. C. A. also conducting cam- 
paign throughout the northwest. 
PROVIDENCE, Rhode Island. 
Thrift talks published. Apparently plans are in 
formative stage. Speakers bureau organized. Few 
addresses made. Banks show but little interest in 
a campaign. 
RICHMOND, Virginia. 
Public Affairs Committee of five. Three thrift 
meetings. Fair success with campaign. Attempted 
to get appropriations for co-operative advertising. 
Plan was discussed and rejected. Thrift talks pub- 
lished. Speakers bureau. Clippings to Savings 
Bank Section. 
RocHESTER, New York. 
Savings banks are conducting independent cam- 
paigns. Chapter conducting successful public speak- 
ing class and stands ready to co-operate with banks. 
No encouragement from banks and therefore noth- 
ing has been done. 
St. Lovuts, Missouri. 
Addresses to school children—who were also con- 
ducted through banks; also to students in business 
colleges and before clubs and church societies. 
" Thrift lectures arranged at Railroad Y. M. C. A. 
and addresses given before employees of industrial 
concerns. 
Saint Pavt, Minnesota. 
Thrift talks and kindred subjects published. 
Speakers have been furnished on several occasions. 
Considering “Plan A” and endeavoring to get co- 
operation of Clearing House Association. A little 
thrift advertising done by some of the banks. 
School savings banks in operation for some time 
past. 
SACRAMENTO, California. 
Officials do not believe campaign would produce 
enough results to warrant effort. Banks decline to 
co-operate. Chapter tdo young to produce speakers. 
San Antonio, Texas. 
Public Affairs Committee appointed. Bank failed 
some time ago and therefore handicapped. Solicit- 
ing co-operation of various organizations. Thrift 
talks being published. 
San Dreco, California. 
All time is devoted to regular class work. Thrift 
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campaign expected to be inaugurated this coming 
winter. 

San Francisco, California. 
Very active. Talks have been given before various 
schools and at the University of California. Board 
of Education has assigned two evenings a month to 
the work at school centers. Series of talks arranged 
at Y. M. C. A., the Chapter supplying the speakers. 
Chapter paying all campaign expenses. All speak- 
ers have been members. School savings banks have 
been in operation for some time. 

Scranton, Pa. 
No thrift work attempted as yet. May start later. 

SEATTLE, Washington. 
Chapter preparing series of talks. Have backing of 
bank officials. Campaign just beginning. Co-oper- 
ating with school authorities in arranging thrift 
talks in schools. Thrift talks are published. 

SpoKANE, Washington. 
Thrift Committee of twelve. Had “Thrift Week.” 
Clearing house co-operating. School savings banks 
in operation for years. 

SPRINGFIELD, Mass. 
Thrift campaign being conducted by Y. M. C. A. 
“Big Thrift Week” a success. Many addresses 
made. Banks paid expenses. Underwriters’ Associa- 
tion also made liberal contribution. Newspapers 
co-operating. One newspaper gave series of free 
advertising. Thrift sermons preached. Thrift signs 
on street cars and 10,000 “Boost Thrift Buttons” 


given away. “Reward of Thrift” film shown to 
fully 20,000. Six thousand thrift pamphlets dis- 
tributed. 


Syracuse, New York. 
But little thrift work attempted. Will inaugurate 
campaign after Cincinnati convention. 
Utica, New York. : 
No committee and apparently little effort. One of 
the local banks has taken up school savings banks. 
Members occasionally make talks. 
Waco, Texas. 
Chapter only three months old. Educational work 
only for the present. 
WHEELING, West Virginia. 
Thrift talks published. Otherwise no action. 
WILKES-BARRE, Pa. 
Committees of the Chamber of Commerce and Clear- 
ing House co-operating. “Reward of Thrift” film 
shown to 3,500 people. Banks also co-operating. 
Community advertising under discussion. Thrift 
talks are published. 
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COMMITTEE ON 


The committee on Public Affairs respectfully sub- 
mits the following report at this the fourteenth conven- 
tion of the American Institute of Banking. 

Our organization has become a recognized factor 
in public affairs work in the communities of many 
Chapters and the work accomplished during the past 
year has been most satisfactory. However, there are 
still some Chapters located in cities where public affairs 
work might be carried on effectively that have not, as 
yet, awakened to the opportunity. The committee, since 
its appointment, has endeavored to arouse among the 
Chapters a spark of ambition for public affairs work, 
hoping to make our organization a factor for public 
good throughout the country. 

The American Bankers Association in its endeavor 
to promote thrift invited the co-operation of the In- 
stitute in its nation-wide centennial thrift campaign. 

President Bean, realizing the opportunity, appointed 
a national thrift committee to co-operate with the com- 
mittee on public affairs. The two have brought to a 
satisfactory conclusion the work as outlined, realizing 
that a successful campaign meant unbounded credit to 
the Institute. Each member of the committee has en- 
deavored to enlarge the scope and increase the influence 
of the Institute in public affairs in each chapter com- 
munity. With this purpose in view, they addressed com- 
munications from time to time, during the year, to every 
chapter, soliciting its co-operation, and pointing out the 
opportunity offered by participation in the thrift cam- 
paign. The committee firmly believes that there is a 
great opportunity for every chapter to increase its in- 
fluence in its own locality by public affairs work, and 
without doubt by so doing secure a larger degree of 
co-operation among the banks and chapters. The chap- 
ters may be of great assistance to the banks and bank- 
ers, and should never miss an opportunity to help them. 
Toledo, Ohio, chapter will serve as an example. A few 
days ago Toledo banks called a meeting of the chapter 
and requested their assistance in a six months’ thrift 
campaign which they will conduct from October 1. 

Some chapters have been quick to recognize and 
iake advantage of the opportunities offered by par- 
ticipation in the work, and the following brief résumé 
might be of interest: 


Datias, Texas.—M. B. Keith, chairman. One of the 
strongest and most active committees in the entire 
Institute. Have conducted a most successful cam- 
paign not only in Dallas but in their section of the 
state. Ran a thrift month in Dallas, assisted by 
the local banks and newspapers and movie houses 
displaying’ “The Reward of Thrift.” Also assisted 
El] Paso, Waco and Galveston. 


MINNEAPOLIS, Minn.—Committee of twenty members, 
actively working under direction of Mr. Brambach. 
Have accomplished a great deal in the name of 
Minneapolis Chapter. City advanced in school sav- 
ings. Have co-operated with Y. M. C. A. and Y. W. 
C. A., furnishing them with speakers for factory 
meetings, have conducted from two to three talks 
all with Institute men each week all winter. Had 


JOURNAL.OF THE AMERICAN BANKERS ASSOCIATION 


Vol. 9 No. 4 


PUBLIC AFFAIRS 


assistance of clearing house and have had some 
publicity in papers nearly every day since cam- 
paign opened. 

New Orteans, La.—A banner city in thrift work. Cam- 
aign conducted under direction of Herbert B. 
Finekley, chairman. Thrift talks given through- 
out the state. Newspaper publicity work actively 
carried out. Noon meetings held in factories and 
warehouses and a most active campaign waged at 
all times. Selected one man from each bank to 
serve on committee. Mr. Hinckley and his com- 
mittee deserve much credit. They promised to be 
up in the front rank and have certainly made good. 


PHILADELPHIA, Pa.—With David Craig as chairman 
heading a very active committee, Philadelphia chap- 
ter hustled into the campaign with a vim. Had an 
active list of speakers addressing sailors in battle- 
ships at navy yard. Have conducted a thrift cele- 
bration in Germantown and have aroused among 
the school authorities an interest in the thrift and 
savings plan for schools and hope that definite 
action will be taken when shinle open for fall 
terms in September. Hope the national work as 
outlined will be still carried on and arranged and 
conducted meetings in many of the large industrial 
plants in Philadelphia. 


PorRTLAND, Oregon.—Under direction of T. H. West, 
chairman, they have carried on a campaign not only 
in Portland but throughout Oregon, and this has 
been most energetic and successful, leading papers 
co-operating in the publicity end. Secured the 
active co-operation of the strongest business organi- 
zation in the city, and mapped out a wide and cgm- 
prehensive plan up to June. The work is to be 
continued in the fall. 


. 


San Francisco, Cal.—This chapter is another banner 
one. Public affairs committee have conducted a very 
conscientious campaign. Arranged with the city 
board of education, Y. M. C. A. and business col- 
leges to present thrift talks under their joint aus- 
pices. Press publicity, hand bills and cards used as 
prior publicity to each meeting. Meetings held at 
the Union Iron Works, Union Pacific Glass Works 
and other industrial plants. 


New York, N. Y.—Campaign thoroughly organized 
through public affairs committee. Very successful. 
Newspapers co-operating. Thrift talks and other 
articles published. One hundred and ten school 
savings banks established. Speakers bureau with 
secretary ‘in charge. Over 150 addresses already 
made. Thrift meetings held in Y. M. C. A,, 
churches, grammar and high schools, shops and 
factories. Eleven members of chapter have given 
212 addresses before approximately 73,000 people. 


Banking is one of the few professions which lacks 
efficient public speakers. In this respect our organiza- 
tions are seriously handicapped in its public affairs 
work. The value of public speaking is, inestimable, and 
a chapter with a live public affairs committee, equipped 
with an efficient corps of speakers, may accomplish a 
great deal of good in its community and obtain for itself 
and the banks a large amount of good publicity. 

The committee hopes that every chapter represented 
at this convention will on its return to its home organi- 
zation make a start toward educating its members to 
participate in this work. We feel certain that the chap- 
ters mentioned in this report will be only too glad to as- 
sist from their store of practical experience any chapter 
soliciting their aid. We believe that the services of the 
officers of banks should be enlisted in the work. The 


380 \ 


7 
| | 


Vol. 9 No. 4 


Institute is no longer merely a bank clerks’ organiza- 
tion. It is a banker’s institute and is obviously as 
beneficial to officers as employees. The banks, by en- 
couraging the promotion of chapter public affairs in 
_their communities, will, without doubt, save annually a 
large amount of the money they now spend in unprofit- 
able advertising. 

We have no hesitancy in stating our belief that if you 
all will endeavor this coming year to make your chapter 
your public affairs committee and your thrift committee, 

whether large or small, the best in the Institute, you 
will help to make not only yourselves but the Institute 
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such a power for good that we will be a necessity, and 
the American Bankers Association will point with pride 
to its youngest but most active section. 


Respectfully submitted, 
NATIONAL PUBLIC AFFAIRS COMMITTEE. 
Carl W. Allendoerfer 
William A. Day 


Rudolph S. Hecht 
Alfred W. Hudson 


M. B. Keith 

Freas B. Snyder 

Thomas H. West 

Frank W. Bryant, Chairman 


REPORT OF THE INSTITUTE PUBLICITY COMMITTEE 


Your Publicity Committee presents herewith a re- 
port of its activities during the year just closing as 
follows: 


The committee was composed of fifteen members, 
including the chairman, one member being selected from 
each city having a Federal reserve bank or branch 
thereof. Each member was assigned the financial pub- 
lications and Chapters within his Federal reserve dis- 
trict and was in full charge of supplying them with 
news matter regarding the Institute. , Each member’s 
task was thereby reduced to the minimum and duplica- 
tion avoided. 

The news as received from officers or committees 
of the Institute, as well as other sources, was pre- 
pared and duplicated on special news service sheets 
as shown herewith in the office of the chairman, suf- 
ficient copies being furnished to each member of the 
committee to be sent by him to his financial and other 
publications and Chapters in his territory. Each piece 
of news bore a date for release, either upon receipt or 
at a future time. The various Chapters receiving the 
news items were requested to exhibit the same upon 
their bulletin boards or have them read from the plat- 
form at regular meetings. 

Acting in the belief that each Chapter through its 
own Publicity Committee should disseminate the news 
regarding its own activities, the members of this Com- 
mittee were requested to open correspondence with the 
Chapters in their various districts, in order to ascer- 
tain their plans and methods of operation. This letter 
was preceded by one from the chairman to all Chap- 
ters, requesting their co-operation with the member of 
the Institute committee in their district. 

Where chapters were found to have publicity com- 
mittees properly equipped to send local news items to 
local newspapers and general news items to financial 
publications throughout the country, no special assist- 
ance was offered. In the chapters, however, where these 
conditions did not obtain, the assistance of the na- 
tional committee was offered. Reports received from 
various members of the committee indicate that mate- 
rial assistance and stimulus were given to a large num- 
ber of chapters and their publicity committees through 
the adoption of this method. 

In the “general plan of operation” sent to each 
committee member at the beginning of our work, it was 
stated that in the preparation of all news matter care 
should be exercised to KEEP DOWN the “padding” and 
KEEP UP the genuine news matter, it being the firm 
conviction that it was manifestly wrong to request the 
editors of the various publications upon our lists, to 
use any space in their papers for the publication of 
manufactured news or take any of their time for the 
detection and elimination of such material. 


The wisdom of this method was noted from the 
fact that our news items were universally used by edi- 
tors of the various mediums upon our lists, due allow- 
ance being made for the elimination by editors in cer- 
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tain sections of those items having a news value only 
to other sections of the country. 

A systematic clipping service was maintained by 
the various committee members of all mediums in 
their respective districts, the partial results of which 
are shown in the exhibit submitted herewith. On ac- 
count of the clippings from recent notices, as well as 
those being sent from the convention, -not yet being 
in hand, an accurate number of agate lines cannot be 
given, but it is conservatively estimated that when the 
full results are in hand, there will be shown approxi- 
mately 15,000 agate lines of free publicity. This does 
not take into account several thousand lines of pub- 
licity received as the result of co-operation of this com- 
mittee with various chapters throughout the country, 
as well as addresses made by them upon various topics 
of interest to the Institute. Neither does it take into 
account those indirect results such as increased mem- 
bership, interest and prestige. 

With a view to further assisting the upbuilding of 
the Institute, a letter was recently addressed to each 
committee member, asking him to interview three of 
the most prominent bankers in his city, requesting a 
statement in seventy-five words or less upon the subject 
“Why I Believe in the American Institute of Banking.” 
As a result of this effort most valuable material is be- 
ing received from day to day, there being thirty-two 
interviews in hand to date as per separate exhibit shown 
herewith. 

It is hereby requested that this committee be con- 
tinued in power long enough to comiplete this one task, 
which it is felt will be of lasting value to the Institute 
at large. It is the purpose to seek interviews from 
prominent bankers in all cities having a chapter or- 
ganization and submit the material to the JouRNAL- 
BULLETIN and other mediums for publication, as well 
as reprint for the use of various chapters in securing 
the interest of new members. 

Grateful acknowledgment is hereby given to Mr. 
Fred W. Ejlsworth, secretary of the Guaranty Trust 
Company of New York, a former chairman and present 
member of the Institute Publicity Committee, for his 
valuable assistance in organizing our work, and to 
President Robert H. Bean for the many courtesies ex- 
tended throughout the year. 

Grateful acknowledgment is also made of the en- 
thusiastic and loyal — received by the chairman 
from the various members of this committee, com- 
posed of the following gentlemen: 

John W. Marno, Boston, Mass.; Fred W. Ells- 
worth, New York City; Carl W. Fenninger, Philadel- 
phia, Pa.; Peter J. Slach, Cleveland, Ohio; Harry H. 
Augustine, Richmond, Va.; T. W. Townsend, Atlanta, 
Ga.; Thomas J. Nugent, Chicago, Ill.; L. C. Bryan, 
St. Louis, Mo.; J. C. Thomson, Minneapolis, Minn.; 
Dick W. Martin, Kansas City, Mo.; Stewart D. 
Beckley, Dallas, Tex.; E. V. ick, San Francisco, 
Cal.; John Dane, New Orleans, La.; W. W. Spaid, 
Washington, D. C.; Leroy A. Mershon, New York City. 
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MORE INSTITUTE GRADUATES 


Additions to list of Institute graduates since an- 
nouncement made in the September issue are: 

Boston, Mass.—Frank W. Bryant, George H. Hig- 
gins, T. Edward Kellar, Carl H. Peterson. 

Effingham, Ill—Joseph A. Feldhake. 

Chicago, Ill—Louis Rich. 

Denver, Colo.—C. Raymond Ferguson. 

Fort Smith, Ark.—R. H. Kagy. 

Idabel, Okla.—Car] L. Ellers. 

Kansas City, Mo.—Clarence H. Cheney. 

New Orleans, La.—Robert E. Byrne. 


New York City, New York.—W. J. Ahern, Payson 
G. Gates, James L. Gracom, Fred Morganthaller, Philip 
S. Schumacher, Jr., Francis P. Tully, Blinn F. Yates. 

Philadelphia, Pa.—Jordan Mathews. 

Renovo, Pa.—Clarence E. Harlan. 

Salt Lake City, Utah—Frank Beckwith. 

Washington, D. C.—F. Petit, W. T. Robey, R. Me- 
Burney, E. J. McQuade, A. L. Fowler, Jr. 

Wilkes-Barre, Pa.—William F. Luckenbach. 

Ancon, Canal Zone.—J. P. Jones. 


INSTITUTE NUGGETS 


CASHIER ROSENDALE 

William M. Rosendale has been appointed cashier 
of the Market and Fulton National Bank of New York 
to succeed John H. Carr, deceased. Mr. Carr was a good 
friend of the Institute, and Mr. Rosendale is an Insti- 
tute graduate who has always been active in Institute 
affairs. When chairman of the Institute Executive 
Council, Mr. Rosendale uttered the following classic: 
“Institute success depends upon recognition of the In- 
stitute study course as the foundation of all Institute 
work. Such failures as have been experienced in the 
past have been largely if not solely due to attempts to 
construct fantastic educational edifices upon the sands 
of aimlessness instead of upon the rock of systematic 
instruction. The Institute study course contains the 
fundamental knowledge of banking and banking law that 
every banker must possess to achieve or merit any sort 
of success in the banking business. Such knowledge may 
be obtained from other sources than the Institute. 
Thousands of bankers have acquired it through expe- 
rience. The Institute merely provides the easiest and 
most direct way. Nothing, however, can be successfully 


substituted for such knowledge, and the Institute men 
who want to substitute something else for the Institute 
study course are animated often if not always not. so 
much by a desire to do other work as by a desire—per- 
haps subconscious—to do little or no work. Institute 
graduation is the only tangible result of Institute work 
—the only work that can be analyzed and inventoried— 
and the number and character of Institute graduates 
are the crucial test of Institute achievements.” 


GOOD SETTING FOR A GOOD STONE 

At a recent meeting of the board of directors of 
the Second National Bank of Boston, Herbert E. Stone 
was appointed an assistant cashier. Mr. Stone is an 
Institute graduate whose personality and loyal support 
of orthodox education have done much to make Boston 
Chapter the influential organization that it always has 
been, now is and ever will be. Messrs. Beal, Senior and 
Junior, of the conservative old Second National, are 
among the Institute’s best friends, which fact adds to the 
pleasure of the Institute in Mr. Stone’s promotion. 


BRITISH DOMINATION OF WORLD'S TRADE 


A plan for the British domination of trade after 
the war was recently published by the London Chamber 
of Commerce. An outstading feature of the plan is 
the recommendation of a committee headed by Baron 
| Fardingdon to the effect that the world be divided into 
economic groups, separated by tariff walls, as allies, 
‘friendly neutrals, unfriendly neutrals, and enemies. 
_The report of the Chamber of Commerce in London ad- 
vocated the establishment of a central bank, the capital 


to be raised jointly by the government and the branck 
banks. 

The branches would be located wherever deemed 
necessary, especially in the colonies and in Russia 
Russia is said to have welcomed the idea of closer 
financial relations with England. 

Considerable attention is given these plans by bus- 
iness men broadcast as indicative of the trend of 
economic thought in Britain. 
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MEMBERSHIP CHANGES 


REPORTED DURING SEPTEMBER, 1916 


3 
Bank of Andalusia. 
Montgomery... .6ccccsceses New Farley National Bank changed to Capital National 
Bank. 
Commercial Bank sold to Merchants Bank and Trust 
Company. 
Bank of Bearden sold to Farmers and Merchants Bank. 
Nevada County Bank succeeded by First State Bank. 
Napa Savings Bank taken over by First National Bank. 
Rock Creek, B.C. Canadian Bank of Commerce closed. 
Woods-Rubey National Bank changed to Rubey National 
Bank. 
New Britain.................Home Banking and Realty Company out of banking 
business. 
National Bank. 
St. Tammany Banking Company and Savings Bank 
changed to St. Tammany Bank and Trust Company. 
Bank merged as Merchants-Mechanics First National 
Bank. 
Natick National Bank succeeded by Natick Trust Com- 
pany. 
Bank. 
Wayne County and Home Savings Bank, Wayne County 
Office, discontinued. 
We Farmers and Merchants State Bank converted to first 
National Bank. 
Company. 
Lafayette Bank merged with South Side Bank as La- 
fayette-South Side Bank. 
Company. 
Black Rock Bank merged with Citizens Bank of Buffalo 
as Citizens Commercial Trust Company. 
North Dakota. ...- Havelock State Bank succeeded by Farmers State Bank. 
Bank. 
United States National Bank. 
Moore, Leonard and Lewis succeeded by Moore, Leonard 
and Lynch. 


H. P. Taylor and Company succeeded by Duquesne 
Bond Corporation. . 
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Tennessee 
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Citizens National Bank absorbed by Hamilton National 
Bank. 

First National Bank succeeded by Flatonia State Bank. 

Farmers and Merchants Bank succeeded by National 
Bank of Hopewell. 


NEW AND REGAINED MEMBERS FROM SEPTEMBER 1 TO 30, 1916, INCLUSIVE 


California La Habra Valley Bank, Brea. 
Farmers Bank, Camarillo. 


Farmers & Merchants Bank, Lcdi. 


First National Bank, Olive. 


S. W. Straus & Co., San Francisco. 

Decatur County Bank, Bainbridge. 

Farmers & Merchants National Bank, Rock- 
mart. 

State Bank of Allerton, Allerton. 

Christopher State Bank, Christopher. 

Farmers Bank, Creston. 

First National Bank, Mound City. 


Georgia 


Illinois 


Farmers Savings Bank, Boyden. 
German Bank of Carroll County, Carroll. 
Warren County State Bank, Indianola. 
Citizens Savings Bank, Kelley. 
Lost Nation Savings Bank, Lost Nation. 
Macksburg National Bank, Macksburg. 
Farmers Savings Bank, Madrid. 
First National Bank, Rockwell City. 
Bankers Loan & Trust Co., Sioux City. 
Trousdale State Bank, Belpre. 
Farmers State Bank, Bonner Springs. 
Brownell State Bank, Brownell. 
Bushong State Bank, Bushong. 
Elgin State Bank, Elgin. 
Commercial State Bank, Emporia. 
Emporia State Bank, Emporia. 
Bank of Greeley, Greeley. 
American State Bank, Hill City. 
Farmers State Bank, Lamont. 
State Bank of Commerce, Marion. 
State Bank of Oronoque, Oronoquc. 
Overland Park State Bank, Overland Park. 
Citizens State Bank, Solomon. 
Guarantee Titlo & Trust Co., Wichita. 
Louisifna.......... Homer State Bank, Athens. 
Homer State Bank, Homer. 
Hyde Park Trust Co., Roslindale Branch, Bos- 
ton. 
East Cambridge Savings Bank, East Cam- 
bridge. 
Wayne County & Home Savings Bank, 214 
Washington Avenue Branch, Detroit) 
Wayne County & Home Savings Bank, 1259 
Hamilton Boulevard Branch, Detroit. 
8. W. Straus & Co., Detroit. 
State Bank of Alpha, Alpha. 
First National Bank, Holly Springs. 
Glasgow Savings Bank, Glasgow. 
Home Deposit Trust:Co., Independence. 


Massachusetts 


Michigan 


Minnesota 
Mississippi 
Missouri 


Farmers Loan & Trust Co., Kansas City. 
Caldwell County Trust Co., Kingston. 
Bank of Lee’s Summit, Lee’s Summit. 
Farmers Bank of Norborne, Norborne. 
The Traders Bank, Salisbury. 

Franklin County Bank, Washington. 
Wellsville Bank, Wellsville. 

Bank of Ashland, Ashland. 

Farmers & Merchants Bank, Alvo. 
First National Bank, Dodge. 

Enola State Bank, Enola. 

Farmers & Merchants Bank, Fairfield. 
Commercial Bank of Grant, Grant. 
Farmers Bank of Merna, Merna. 

Atlas Bank of Neligh, Neligh. 

Snyder State Bank, Snyder. 

Farmers Exchange Bank, Trumbull. 
Bank of Pioche, Pioche. 
. First National Bank, Derry. 

Bank of Cuba in New York, New York. 
Mercantile Bank of the Americas, Inc., New 
York. 

..Merchants & Farmers Bank, Cavalier. 
First State Bank, Powers Lake. 
McLean County State Bank, Wilton. 
Cummings Trust Co., Carrollton. 

The Exchange Bank, Luckey. 

Commercial Savings Bank, Norwood. 
First State Bank, Camargo. 

First State Bank, Davidson. 

Oklahoma State Bank, Eufaula. 

First National Bank, Foraker. 

Hugo National Bank, Hugo. 

First State Bank, Inola. 

First National Bank, Rosston. 
Citizens National Bank, Waynesboro. 
First National Bank, Brandt. 
Farmers State Bank, Platte. 

Denison Bank & Trust Co., Denison. 

Gray County State Bank, Pampa. 
First National Bank, Tulia. 

First National Bank, Wellington. 
Security State Bank, Ogden. 

First State Bank, Salina. 

Sterling Trust Co., Johnson. 

Bremerton Trust & Savings Bank, Bremerton. 
Bank of Lovell, Lovell. 

.Philippine National Bank, Manila. 
Banco Territorial y Agricola de Porto Rico, 

San Juan. 
Credito y Ahorro Ponceno, Guayama, 


New Hampshire... 
New York 


Pennsylvania 
South Dakota 


Vermont 
Washington 
Wyoming 
Philippine Islands. 
Porto Rico 


| 
Montana........ 
Indiana...........North Vernon National Bank, North Vernon. 
North Dakota.... 
Oklahoma....... 
Ge 
; 


